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THE BRITISH FOREIGN 
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COLONIAL CORPORATION 


LIMITED. 
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CORRESPONDENTS 
IN U.S.A.: 
GRAHAM, 
Parsons & Co., 
New YORK, 
PHILADELPHIA, 
AND 
BALTIMORE. 


AGENCIES 
IN 
FRANCE, 
HOLLAND, 
AND 
SWITZERLAND. 
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B.F.C. HOUSE, GRESHAM STREET, 
LONDON, E.C.2 
And at 8 CHARLOTTE SQUARE, EDINBURGH. 


INVESTMENT BANKERS. 
INVESTMENT BUSINESS OF EVERY DESCRIPTION. 


Custody of Securities undertaken. Coupons collected for Clients. 
Special Department for Residents Overseas. 


m 


FOREIGN BRANCH 
EQUIPPED FOR DEALING IN THE PRINCIPAL 
WORLD CURRENCIES. 


Currency Credits Opened. Mail and Telegraphic Transfers effected 
to all parts of the World. 
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Published for Service of Clients. 
THE 100 BEST INVESTMENTS. THE INVESTOR ABROAD. 
WEEKLY INVESTMENT NOTES AND LIST. 
INVESTMENT INDEX CHART. 


AA 


& 


all 


SMM LULL 





INTERNATIONAL BANKING 


Early in March Next 
' ot oe | 
Sinancial Ames 


The Leading Journal of Finance 


~** eee - 


4 


will publish its 


| 1926 International Banking 
Supplement 


Printed in Several Languages, and Illustrated. 


ft will contain many authoritative articles by. bankers 
of international repute, and with its world-wide 
circulation will go into all the leading banking, financial, 


and mercantile houses. 


Advertisement space can now be booked, and specimen 
copy of the 1925 Supplement, with advertising rates 
and full particulars, may be obtained from the 


Advertisement Manager: 


Te —Aanuncta Aimed 
[Largest Circulation of any Financial Journal in the World| 
72 COLEMAN STREET, LONDON, E.C.2: 








BANK CUKROWNICTWA 
S.A. W POZNANIU 


Hi. ad Office mn 
POZNAN, POLAND, | 


Seweryna Mielzynskiego 2 














TELEPHONES: 1217 - 3648 - 5406 - 5459 


Branches : 
in WARSAW, Krakowskie Przedmiescie 55 ¢ 
in LWOwW, Kopernika 9 





7 ! 
Telegraphic Address : 
“ BACUKRO”’ 
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Sole Representatives of the Associated 


Sugar Factories for the sale of Sugar 


of all descriptions on the Export and P i 
Home Markets : 
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THE BANKING DEPARTMENT UNDERTAKES ALL 
BANKING TRANSACTIONS IN POLAND AND ABROAD 















| = = BULLION Dealers and Refiners 
i SK of the Precious Metals, Ores and 
Minerals of all kinds. 


BUYERS of mining by-products 


containing Precious Metal. 


BULLION AND SPECIE 
purchased and shipped for banking 
= = 2 and arbitrage transactions. 


t Z| GRINDERS, MIXERS AND 
= SMELTERS OF SWEEPS 
AND RESIDUES. 


Suppliers of : 
GOLD, PLATINUM, 


SILVER, PALLADIUM, 
ANTIMONY, BISMUTH, 
CADMIUM, FUSIBLE 
ALLOYS, MERCURY, 


"eis NSON wer EY S Go Li MITED 
76-82 HATTON GARDEN 
TELEPHONE: HOLBoRN-6830. LONNY DON, E.C.1. TELEGRAMS: MATTHEY SMITH. LONDON 








THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 





















Paid-Up Capital - : - - £4,000,000 
Reserve Fund - * - “ £3,700,000 
Reserve Liability of Proprietors under the Charter £4,000,000 

£11,700,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, Ese., 
Cc. E. BARNETT, Eso. D.S.O. 
KENNETH GOSCHEN, Esq. RIGHT HON. THE EARI, OF MIDLETON, K.P. 
Cc. G. HAMILTON, Esq. HAROLD NELSON, EsQ. 
RIGHT HON. LORD GEORGE HORACE PEEL, Esq. 

F. HAMILTON, G.C.S.1.3 | JOHN SANDERSON, Eso. 
T. R. JOHNSON, Eso. ARTHUR WHITWORTH, Ero. 


HEAD OFFICE : 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 

Deposits received at interest for fixed periods on terms which may be ascertained on application. 








BANK OF NEW SOUTH WALES 


(ESTABLISHED 1817.) 







Paid-up Capital 4 Fan aa £6,000,000 
Reserve Fund... ... Pp Sars a 4,400,000 
Reserve Liability ie A 

of Proprietors ... “Gmas ..... 6,000,000 






£16,400,000 


Aggregate Assets to 30th Sept.,1924 .. £74,048578:8:4 
Head Office--SYDNEY, NEW SOUTH WALES. 


General Manager—OSCAR LINES. 
BRANCHES AND AGENCIES IN 
NEW SOUTH WALES (196); QUEENSLAND (54); VICTORIA 
(55); SOUTH AUSTRALIA (7); WESTERN AUSTRALIA (17); 
TASMANIA (3); NEW ZEALAND (65); FIJI (3); PAPUA (2). 


LONDON DIRECTORS: 
Sir Freperick Green, K.B.E., Chairman. H. L. M. Tritton, Eso. WatTER S. M. Burns, Eso. 













]. S. Campspetr, Manage: . A. L. KENNEpy, Secretary. 
D. Gepptir, Asststant Manager. G. S. Kerr, Accountant. 






The London Office issues drafts on its Head Office (Sydney, N S.W.) and Branches in all 

the Australian-States, New Zealand, Fiji, and Papua. Makes Mail and Cable Transfers, 

Negotiates and Collects Bills of Exchange. Arranges Wool and other Produce Credits 

Receives Deposits for fixed periods on terms which may be known on application; and 
conducts every description of Australasian Banking Busineis. 


London Office: 29 THREADNEEDLE STREET, E.C.2 
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- THE UNION BANK OF AUSTRALIA - 


a 













ia oA 
Us Established 1837. LIMITED. Incorporated 1880. Ua 
ua 
Capital Authorised and issyed | -. - -- $10,500,000 i 
apita aid-up om “ , 2 

Reserve Fund £4,150. oe} together 27,650,000 

Reserve Liability ‘of Proprietors ess £7,000,000 
DIRECTORS: 


HENRY P. StuRGIS, Eso., Chairman. 


The Right Hon. Lorpb The Right Hon. Lorp ROBERT C. NESBITT, Eso. 
CARMICHAEL, G.C.S-T- “ gg pans mer ie 33 FRED. G. PARBURY, Eso. 
The Right Hon. Tue KARL OF ‘i aaa ene | The Hon. EDMUND W. PARKER. 
CHICHESTER. BRIGADIER-GENERAL ARTHUR Sirk WEeEstTBy' B. PERCEVAL, 
HucGH D. FLower, Esq. MAXWELL, C.B., C.M.G., D.S.O. K.C.M.G. 
Head Office : 71 CORNHILL, LONDON, E.C.3. 
Manager—W. J. issaAmMe. Assistant Manager—W. A. 1,AING. Secretary—F. H. MCINTYRE. 


Branches th roughout Australia and New Zealand, viz.: 










Je In VICTORIA os pat pis = 46 

ie , SOUTH AUSTRALIA ona 5 i ae 15 

Us », NEW SOUTH WALES iso se 43 

Ur , WESTERN AUSTRALIA , ‘ a 20 

ts , QUEENSLAND ..... an = saa 18 

Us » TASMANIA z PO ; a ial 3 

ts , NEW ZEALAND | es : a 48 

ei 194. 

i 4 Drafts upon the Branches are issued by Head Office, and miy be obtained from the Bank’s Agents throughout 
us England, Scotland & Ireland. 

Ue Commercial and Circular Travelling Credits issued available throughout the world. 

& Telegraphic Remittances are als» made. 

iis Bills on the Australian States and Dominion of New Zealand are purchased or sent for collection. 

ts Deposits are received at Head Office at rates of interest and for periods which my be ascertained on application. 
ts 
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Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid-up £1,840,000 
Reserve Fund - ° . - £740,000 


DIRECTCRS : 
ain, Ant SN ODn Ee me ras’ H. R. LYSAGHT, Esa., O.B.E. 
z y, “$Q.. : rallies . " 
Deputy-Chairman DUNCAN CARSON, Esa. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER: 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Es3. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
148 Branches and Agencies in New South Wales. 


BRISBANE OFFICE. Gerorce H. Howett, Manager. with 26 Branches and Agencies 


in Queensland, 
MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager,‘ 
ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 
LONDON OFFICE: 37 Threadneedle Street, E.C.2, Artruur F. Jenkins, Manager. 


"The London Office 1s prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East, 
and elsewhere, whereby it is able tocarry out all requiremeats with promptitude and to best advantage. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 











































Capital fully called up - £650,000 Reserve Account - - £420,000 
with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 
100 
BANKERS: 
MESSKS. CLYN, Mitts & CO. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. 1I,LOYDS BANK LIMITED 
HEAD OFFICE: 
36 KrnG WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE: 
TEHERAN, PERSIA 
: BRANCHES IN PERSIA: 
= Ahwaz, Barfrush, Birjand, Bunder Abbas, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, Kerman, | 
Kermanshah, Maidan-i-Naftun, Meshed, Mohammerah, Nasratabad (Seistan), Resht, Shiraz, Sultanabad, 
Tabriz, Yezd. 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA BOMBAY 
HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
= also with Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 





Established 1863 


CAPITAL, $10,000,000. 
PAID UP, 26,000,000. 


London Office : : 


26 rene ees ST., E.C.2. 


{ Secretary: C. E. L. CORTHORN 








PARIS: 7 Rue Meyerbeer. 


CONSTANTINOPLE and throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. 
MARSEILLES: 41/43 Rue Grignan. 
Alexandria, Cairo, Ismailia, Manseurah, 
Minieh, Port Said. 
Jerusalem, Jaffa, Caiffa, Ramallah, 
Nablouz. 
TRANSJORDANIA: Amman. 
Nicosia, Larnaca, Limassol, Famagusta, 
Paphos. 


Filiale for SYRIA: BanquedeSyricet du GrardLitan. 


EGYPT : 


PALESTINE: 


CYPRUS: 











GREECE. MESOPOTAMIA. PERSIA. TUNIS. 
Over 80 Branches in the Near East. 

The Bank has been « tablished f r over 6o years, and 
has its own Branches or ge in every important 
mmercial town it the Neer fle t. 

Drafts and Telegraphic Transfers issut ] Le I 

redit granted Exchange Insurance, and 


lerchandise operations eftected. 


| 








OTTOMAN BANK | 











THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1f 


Capital subscribed Yen 100,000,000 


Capital paidup- - Yen 60,000,000 
Reserve Fund - - Yen §1,400,000 
June 1925 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 


York, Shanghai, Sourabaya. 


LONDON OFFICE: 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 és 
Cable Address ‘“‘ MITSUIGINK, LONDON” 





she. 
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BANK OF MONTREAL. 


Established in 1817. 


Capital Paid up, $29,916,700. Reserve Fund, $29,916,700. 
Undivided Profits, $596,788. 
Total Assets in excess of $750,000,C00. 
- — ie BOARD OF DIRECTORS: 


Sir VINCENT MEREDITH, Barf, President. 
Srr CHARLES GORDON, G.B.E., Vice-President. 


Cc. R. HOSMER, Eso H. R. DRUMMOND, Esg@. D. FORBES ANGUS, Eso. 
Wn. MCMASTER, Esa. Lt.-CoL. HERBERT MOLSON C.M.G., M.C. HAROLD KENNEDY,EsoQ. 
G. B. FRASER, Eso His Honour HENRY COCKSHUTT. E. W. BEATTY, Esq., K.C. 


THE HON.SIR LOMER GOUIN,K.C.M.G. GEN. SIR ARTHUR CURRIE, G.C.M.G., K.C.B. JAMES STEWART, Esq. 
F. E. MEREDITH, Esgq., K.C. MAJOR GEN. THE Hon. S.C. MEWBURN,C.M.G. THOMAS AHEARN, Eso. 


J. W. MCCONNELL, EsQ. F. W. MOLSON, Esq. 
HEAD OFFICE-MONTREAL. 
General Manager: SiR FREDERICK WILLIAMS-TAYLOR. 


Branches and Agencies throughout Canada and Newfoundland ; also at New York, Chicago and San Francisco in 
the United States, and at Mexico City, Vera Cruz, Puebla, Guadalajara and Monterrey in the Republic of Mexico. 


London Offices: 47 THREADNEEDLE STREET, E.C. 2. 
9 WATERLOO FLACE, PALL MALL, S.W. 1. 
Paris Agency : Bank of Montreal (France) ; 6 Flace Vendome, Paris. 


LONDON COMMITTEE : 
str THOMAS SKINNER, Bart. F. R. S. BALFOUR. SIR HARDMAN LEVER, Bart, K.C.B. 
Manager : GEORGE CYRII, CASSELS, Esq. 
Financial Agents of the Government of the Dominion of Canada. 
The Bank undertakes Monetary Business with all parts of the world «nd, with its 
numerous Branches, offers exceptional facilities for the transaction of a_ general 
Banking Business in Canada, Newfoundland, the United States, Mexico, and France. 








"NEW ZEALAND | BANKERS TRUST 
| COMPANY 











is prosperous and 


| 
. . | 
rapidly developing. 
oe _—- | Head Office : 16 WALL ST., NEW YORK. 
| , a 
Capital, Surplus & Undivided Profits 
Official returns disclose the following :— | $50,392,000 
PER CAPITA ANALYSIS. | 
} ' . ‘ 
Trade per head (1924) - - £7412 0 Foreign Exchange. 
Exports - - - - - £3811 0 ilies 
, ee , 
Imports - - - - = £3 15 0 Every description of Banking 
2 is er re cacte 
Imports from United Kingdom, | ao Pransacted. 
per head - - - £17 6 @ —_—_— 
ae | Current and Deposit Accounts 
The State facilitates production. opened in Sterling and other 
Currencies. 
Information and pamphlets from :— LONDON OFFICE : 





The High Commissioner for New Zealand, 28 OLD BROAD ST., E.C.2 


415 Strand, PARIS OFFICE : 
London, W.C. 2. 3 & 5 PLACE VENDOME. 























Hungarian ‘Tariff Policy 


A Statement by Dr. Louis Walko 


Royal Hungarian Minister of Commerce, and Acting Minister for Foreign Affairs. 


economic unity of a great territory and created 


4 A NHE dissolution of the Dual Monarchy destroyed the 


several smaller States anxious to become self-supporting. 
Hungary, emerging from the collapse with the loss of two-thirds 
of her former territory and of the majority of her natural 
resources, has been faced with the grave task of securing her 
economic vitality under unusually unfavourable circum- 
stances. She was guided by the two-fold aspiration of reviving 
and developing her own production and of adapting herself 
to the great European economic system. These two aims 
determined the outlines of Hungary’s economic activity 
durirg the last six years and made it possible to gradually 
evolve a tariff policy. 

The Hungarian Governments were always anxious to 
conclude commercial agreements in order to regulate the 
country’s economic relations with other States. Hungary 
having no customs tariff at the time immediately succeeding 
the collapse, the tariff rates of the old Monarchy have been 
applied, modified by certain index numbers. This circum- 
stance, as well as the unsettled conditions obtaining in several 
European States, made it impossible during the first years of 
the peace to conclude agreements containing regular tariff 
conventions. Our efforts were therefore limited to making 
temporary agreements, based in the majority of cases 
on the most-favoured nations’ clause. Since 1920 most- 
favoured nations’ agreements have been concluded with 
Bulgaria, Austria, Esthonia, Latvia, Roumania, Germany, the 
Serb-Croat-Slovene kingdom, Belgium, Norway, Holland, 
Great Britain, Finland, the United States of America, and 
Turkey. Besides these, Hungary has also concluded agree- 
ments for the temporary extension of agreements formerly 
concluded by the Austro-Hungarian Monarchy. * To this 
category belong the notes exchanged with Sweden, Persia and 


Switzerland. 
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The customs tariff of the former Dual Monarchy being 
neither adequate for the safeguarding of Hungarian interests, 
nor useful for the conclusion of commercial treaties, the 
Government decided in Ig21 to introduce an autonomous 
customs tariff adapted to the altered conditions of 


Hungary. 
The new autonomous Hungarian customs tariff came into 


force on January I, 1925. 

It had to be borne in mind that Hungarian agriculture 
gives employment only to 56 per cent. of the population, 
the rest being dependent upon the maintenance and develop- 
ment of already existing industries. The new Hungarian 
customs tariff had therefore to safeguard not only agricultural, 
but also industrial production, without resorting, however, 
to prohibitive measures. The tariff takes into consideration 
all the existing conditions and the possibilities of development, 
the home supply of raw materials as well as the chances of 
their import from abroad, the country’s natural resources of 
energy, supply of labour, and the demand for and placement 
of capital. 

Special care has been taken that the new tariff should be 
capable of serving as a basis of tariff agreements. All import 
restrictions have been abolished, and the Hungarian Govern- 
ment entered into negotiations with several States in order to 
reach agreements through mutual concessions with regard to 
particular customs rates. Negotiations have been started 
first of all. with Austria and Czecho-Slovakia, because these 
two States seem to be destined to absorb the surplus of 
Hungarian agricultural production, and Hungary is one of the 
most. important markets for the export of their industry. 
The negotiations are necessarily of long duration, owing to 
the multitude of interests to be considered and the bulk of the 
material to be proceeded with. Nevertheless the pourparlers 
have reached an advanced stage already. 

Quite independently of these negotiations with neigh- 
bouring States, the Hungarian Government was anxious to 
conclude treaties with the Western Great Powers as well as 
with other distant countries offering outlets for Hungarian 
exports. An agreement was reached with Poland in March, 
1925, which was followed by a commercial treaty with Greece, 
and shortly afterwards tariff agreements on a very broad 
basis were concluded with Spain, Italy, and France. The 
last-named three agreements contain reduced rates for a great 


number of raw materials and manufactured articles ak the 














countries concerned. This makes for a considerable modifi- 
cation of the autonomous character of the new customs 
tariff, because previous agreements containing the most- 
favoured nations’ clause are securing to all the States referred 
to above the benefit of reduced rates as granted to the five 
States mentioned in this paragraph. 

Summing up the present situation, Hungary has concluded 
commercial treaties with seventeen States under the most- 
favoured nations’ clause. Agreements have been made with 
five States based on tariff concessions. Negotiations are also 
proceeding with several States. 

These agreements and negotiations are far from exhausting 
the programme of the Hungarian Government, which provides 
for the gradual building-up of a whole network of commercial 
treaties. After the conclusion of actual negotiations, Hungary 
will endeavour to reach tariff agreements with other neighbours 
as well as with all the European States concerned in this 
respect. Negotiations have been initiated with these States, 
and it can be stated with considerable confidence that there 
is every prospect of a successful conclusion. 





Bank Gospodarstwa 
Krajowego 


(National Economic Bark) 


Head Ofice: Rua da Alfandega 17, 
Rio de Janciro 


Capital - - -  100.000.000S000 
Reserves - - - I11.643.6455200 


Paper- Currency 
Redemption Fund  134.15§6.651 S818 


Incorporated and constituted by Decree of the President 


of the Republic of Poland, Dated 30th May, 1924. 


Head Office: WARSAW, POLAND. 


Chairman : Dr. J. K. Steczkowski. 


General Manager : E. Korwin-Szymanowski. 


Last Dividend 20°, 


The Bank grants Long Term Credits by issuing 
Mortgage, Municipal, Railway and Bank Bonds. the eee 
latter for requrements of Polish industries, receives Branches in the chief commercial 


for collection Bills of Exchange, issues Draft and cities of Brazil and Agents 


BANCO DO BRASIL 


Felegaghic Taades sad Laten of ‘Cod on ol in smaller towns and abroad. 
places in Poland, and transacts General Banking 
Bus ness 
a IAL FACILITIES FOR INVESTMENTS All manner of banking transactions under- 
1 Poland * ‘ 

; taken. Current accounts opened, with or 
Deposts of Money are received for fixed periods 


without limit; fixed deposits receivéd ; 
| premium bills. Drafts, promissory notes 


or at cail at terms which may be ascertained on 
app! ation, nterests payable half-yearly, 30th June 
and signed accounts discounted. Loans 


effected on approved security; payments 

undertaken at home and abroad. Letters 

of Credit issued on all the principal home 
and foreign cities, etc. 


and 3lst December. 

Bonds issued by the Bank and BANK'S DE 
POSITS are GUARANTEED by the GOVERN 
MENT. 


BRANCHES in all the principal towns in Poland. 


SS 
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National Bank of New Zealand, 


LIMITED. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 





Authorised and Subscribed Capital ns ‘an £6,000 ,0C0 
Paid up Capital ase cae £2,000,000 
Reserve Fund and U ndivided Profits £2,147, 697 
£4, 147, 697 
The National Bank of New Zealand, Limited, receives Deposits of £50 and upwards for 
1or2 years at 44% per annum, and conducts every description of banking business connected 
with New Zealand. ARTHUR WILLIS, Manager. 
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YOKOHAMA SPECIE BANK, LIMITED. 


iil 














ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed | and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - - Yen 83,500,000 


Head Office: YOKOHAMA. 

RANCHES and AGENCIES at Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kohe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon. 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shim >noseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
ind Letters of Credit on above places and elsewhere, and transacts General Banking Business Deposits 
ceived for fixed periods at rates to be obtained on application. 
London Office:—-7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 











BANQUE FRANCO-BELGE DE BULGARIE 


SOCIETE ANONYME. 





Established under the patronage of the Banque Belge pour l'Etranger (Affiliated to the Société Générale d 
Relgique), Brussels, and of the Crédit Foncier d' Algérie et de Tunisie, Paris 


HEAD OFFICE: SOFIA. Branch at Roustchouk. 
Affiliaticns : Banque de Plovdiv, Plovdiv (Philippople), Banque Bulgaro-Belge, Bourgas 


CAPITAL FULLY PAID UP - - LEVA 50,000,000 
graphic Address for Head Office and Branch: FRANCOBELG. Codes used: Bentley's, Lieber’s 5-letter 


Peterson's International Banking Code, Peterson’s International Code, 2nd Ed 
Banking connections throughcut Europe and America Specially organised Services for the Collection of 
Foreign Documentary and Clean Drafts 


Internationel Banking facilities of every description. 








Provident Mutual Life Assurance Association 
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OVER 400 BRANCHES. — 
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Rebuilding of Russian Foreign Trade. 00 Coleen Victor Mecune 
CAPITAL AUTHORISED - £750,000 Directors : 

PAID IN FULL - - - - £400,000 E. W. H. BARRY, Esq. 


C. De CERJAT, Esq. 


General The Hon. 
Sir H. A. LAWRENCE, K.C.B. 
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RESERVE - - - - - - £57,500 








and America. 
Dcareenis K.P., P.C. 
' Lieut.- Col. Sir ALBERT STERN, 
All kinds of Banking Business transacted, — ee. K.B.E., C.M.G. 


including Leans against Raw Produce, Com- 
mercial Letters of Credit and Foreign Exchange. 
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Bankers : 
BANK OF ENGLAND. 
Messrs. GLYN, MILLS & CO. 
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conducted, and correspondence from those having 
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THE 


STANDARD BANK 


OF SOUTH AFRICA, wmiteo. 


Bankers to the Government of the Union of South 

Africa; to the Imperial Government in South 

Africa; and to the Governments of Northern and 

Southern Rhodesia, Nyasaland Protectorate, and 
Tanganyika Territory. 
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Authorised Capital £10.000,000 Head Office : Limited 
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£11,809,995 The Bank, in addition to 7 Branches in im 
oH 
Head Office:— has with its a 
10 CLEMENTS LANE, LOMBARD STREET, PAE RLIATED INSTITUTIONS | 
i 
and 77 KING WILLIAMST.,LONDON,E.¢.4. a... ia 
LONDON WALL Branch—63 London Wall, E.C.2. SPANISH AMERICA. Ltd. a 
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DI CREDITO 
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Reserve — Lit. 20,000,000 
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Authoriz2d Capital Pesetas 100,000,000 
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Offices at: 
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The only Spanish Bank operating in England. 
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Turin, Palermo, Trieste, a view to the development ‘of Anglo-Spanish 
: 3 Commerce. 
Bologna, Florence, Venice. : Current Accounts opened in Sterling, Pesetas and 


Francs, at sight, bearing interest, and every de- 
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: . . $ advantageous terms, including acceptances, domi- 
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Terms on application. 
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TRANSACTED 
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ALLIANCE 


Assurance Company Limited. 


Head Office : 


BARTHOLOMEW LANE, LONDON, E.C. 2 
Established in 1824, 


Assets exceed £25,000,000. 
Direct rs: 
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grants 
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Estate Duty Policies. Group Life Assurances. Children’s 
Deferred Assurances and Educational Endowments. 
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FIRE. 
MARINE. 
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ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
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tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
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COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
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THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
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THE BANKER 


The Governor of the Bank 
of England 


By the Right Hon. Sir Robert Horne, G.B.E., 
K.C., M.P. 


Formerly Chancellor of the Exchequer. 


tinguished banker in the United States of America. 

Our conversation turned for a moment to the 
Bank of England and its Governor, and my friend said, 
with obvious fervour and admiration : 


GS Tiine weeks ago I was talking with a very dis- 


*“NORMAN ? AH! YES—NORMAN IS A CRUSADER! ”’ 


To most people this romantic description may sound 
incongruous when applied to a man whose life is spent in 
the financial vortex of the City of London, and whose 
activities are chiefly connected in the popular imagina- 
tion with the fluctuations in the bank rate. But nobody 
who knows Mr. Norman will feel startled at the use of 
the image which the American banker employed. The 
Governor’s appearance belies every preconception which 
one would form of a man who, through long experience 
of commercial men and financial affairs, had risen to the 
eminence which this great post confers. Anyone who 
expected to find in him the signs of a nature taught to 
be suspicious, trained to be calculating, and compelled 
by experience to be hard, would be greatly disillusioned 
on meeting him. When he confronts you he presents 
the aspect of a philosopher rather than that of a man of 
business. Put the velvet cap of the scholar on his head 
and he would recall to you an old print of some medieval 
teacher. His air is detached; his brows are wide and 
thoughtful; his face refined and sensitive; his manner 
gentle, and his eyes those of a visionary, but of a cool 
visionary. His hands are nervous, but they are also 
strong, and behind the more amiable qualities which I 


[Each issue of THE BANKER will be sent (post free) to any part of the world for one year 
for 15/-. An Order Form will be found on page 46.) 
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have described he possesses a gift of courage and reso- 
lution which carries him, in a spirit of cheerfulness—and 
sometimes of gaiety —into any combat which his 
decisions may involve. These are characteristics not 
unworthy of the heroes of the old Crusades. They 
brought to Captain Norman—a volunteer of the Bed- 
fordshire Regiment in the South African War—a D.S.O., 
and they have gained him great honour in more peaceful 
avocations since then. Verily the comment of my 
American friend was not without its justification. 

It has needed a courageous heart and a cool brain to 
conduct the business of the Bank of England during the 
last five years. The repeated re-election of Mr. Norman 
to the governorship, in defiance of precedent, demon- 
strates the surpassing confidence which his colleagues in 
the Court of the bank have in his judgment. There is 
no impropriety in adding that their action in taking this 
course has been warmly welcomed by every Chancellor 
of the Exchequer who has occupied office during that 
period. With no less enthusiasm has it been endorsed 
by the great mass of financial opinion, both in the City 
of London and throughout the country. It is universally 
felt that he possesses a knowledge of our post-war 
financial problems, and a capacity for dealing with them, 
which are enjoyed by no other to whom his place could 
be given. 

This is not to say that there has been no criticism of 
his policies. The controversy as to the influence which 
the Bank of England used in pushing the policy of de- 
flation still occupies many minds; and even amongst 
those who agreed with the bank on general lines there 
are some who have doubted the wisdom of proceeding 
as rapidly as we did in that direction. This very brief 
sketch is not the place in which to resume the arguments 
n this interesting question. It is sufficient to point to 
the calamities which have overtaken other nations which 
took the opposite road, and, in the midst of our present 
distresses, to contemplate the disasters from which we 
have been saved. Nor is this the occasion to discuss the 
merits of the advice which the Governor is believed to 
have given to the Chancellor of the Exchequer in con- 
nection with the immediate return to the gold standard. 

B2 
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The salient features of the situation were these—the Act 
imposing an embargo on the export of gold was expiring ; 
a definite decision had again to be taken; a pronounce- 
ment had to be made to the world as to where we stood ; 
and no banker of high prominence has yet been found to 
express his dissent from the policy which was pursued. 
It is too early to pronounce a final judgment as to whether 
the action taken was premature or might, with advantage, 
have been delayed ; but this at least may be said, that the 
preparations made by the Governor for mitigating any 
ill results have prov ed to be far-sighted and effective, and 
that the dislocations due to the return to the gold 
standard have proved to be much less in degree than 
even most of its advocates anticipated. 

It is not merely in his own country that Mr. Norman’s 
authority stands high. It would, I think, be no exaggera- 
tion to say that no previous Governor of the bank has 
enjoyed a reputation so cosmopolitan as he possesses. 
Doubtless this arises out of the circumstances created 
by the war; but the difficulties of the time found in 
Mr. Norman a man of mind and character pre-eminently 
fitted for his task and—as was necessary if he were to 
attain success—for gaining the complete confidence of 
the financial leaders in other lands. There is scarcely a 
nation in Europe by which he has not been consulted ; 
and there are many who have benefited by his active 
help. There are some who owe to his advice and generous 
assistance such stability as they have attained. It is a 
good thing both for Britain and for Europe that the 
Court of the bank has continued him from year to year 
during this trying period in the high and responsible 
office which he holds. His part in the reconstruction of 
European finance is not completed ; much yet remains to 
be accomplished, and it is only in after-years that we 
shall be able to measure the real extent of his achieve- 
ment. It is, however, not too soon to say that he has 
impressed himself upon the imagination of the men of 
his time by the charm of his personality, the wisdom of 
his judgment, and the firmness of his character. 
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The Financial Situation in 
France’ 
By Joseph Caillaux 


Formerly Prime Minister and Minister of Finance in the Government of France. 


AM confronted by a difficult subject. Simple, perhaps, 

if considered only from the technical point of view, but 

complicated because it must be considered in all its 
aspects, political as well as psychological. In developing 
my theme I will use as few figures as possible. 

Let us consider first of all the total debt of France. 
It is about 300 milliards of paper francs and is composed 
of the following items : 150 milliards of consolidated debt ; 
approximately 50 milliards which the Treasury owes to 
the Bank of France and to various financial groups ; 
45 milliards of short term bonds (bonds for two years, six 
years, ten years, and so on) ; 55 milliards of bonds of the 
Défense Nationale (bonds for one month, for three months, 
for six months, and for a year). When these figures are 
examined it will be observed that they represent 150 
milliards of normal State indebtedness—the Rente— 
50 milliards of other debts which equally are not immedi- 
ately repayable ; on the other hand there are 100 milliards 
(45 plus 55) of debts due for repayment at more or less 
short notice. To these internal debts must be added the 
amount owed to other countries, about 30 to 40 milliards 
gold francs, or approximately 200 milliards paper francs, 
at the present rate of exchange. To these sums must be 
added our liability for the reconstruction of the devastated 
areas. The State is under the obligation of spending 
another 20 milliards of paper francs—tather more than 





*M. Caillaux’s article contains statements of sach far-reaching 
international significance that we have considered it advisable to 
publish the French text for the benefit of our foreign readers. It will 
be found in the International Banking Section of this journal 


(page 77).—Eb, 





24 THE BANKER 


less—to satisfy the claims of all the people who have 
suffered. These are terrifying totals. 

An examination of the Budget. for 1926 is not re- 
assuring. 

An expenditure of 36 milliards is contemplated. Of this 
sum 22 milliards must be reserved for payment of interest, 
for service of the sinking fund of the debt, and also for 
pensions. No provision is made for pay ment on account 
of the debts to our Allies. Revenue from taxation to meet 
this expenditure will leave a deficit of 4 milliards. The 
outlook is sombre. But one becomes less pessimistic 
when one passes from estimating in paper francs to 
reasoning on the gold franc basis. For the internal debt 
of 300 milliards paper francs represents in reality an 
indebtedness of only 60 milliards gold francs, and the sum 
of 20 milliards paper francs, which is needed to complete 
the reconstruction of the devastated areas, is the equiva- 
lent of 4 milliards gold francs. This means that, excluding 
the debts to the Allies, the whole debt of France is not 
more than double of what it was before the war (30 to 32 
milliards gold francs in 1914). 

There remains, it is true, the terrible burden of the 
debts to our recent Allies. Against this we place the 
payments for reparations owed to us by Germany, which 
should produce, if the promises made to us are kept, 
beginning with the year- 1930, 1,200 millions gold francs 
per annum. This is a net sum after all expenses 
have been deducted. And yet here is the cause of our 
principal anxiety. We hzve less concern about the budget 
which will be balanced on the day when the taxes are made 
to produce a total of 8 to g milliards of gold francs, 
equivalent to 36 milliards paper francs. Only one milliard 
of gold francs remains to be found to achieve this result. 
The solution of the Budget difficulty, therefore, does not 
appear to be complicated. By additional taxation pro- 
ducing 1 milliard of gold francs to balance the budget 
and to feed the debt sinki ng fund ; by stabilizing the paper 
franc at the present rate of exchange of the pound sterling ; 
by creating a central office for the conversion of foreign 
exchange according to a well-known formula; by return- 
ing, in short, to the gold standard—the monetary position 
would be regularized. 
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If this is accomplished the ship of France—a metaphor 
which I have used before—is headed for the open sea. 
But why is the anchor not weighed ? Because there are 
two principal obstacles, the first of which concerns internal 
politics, and the second results from the delay in the 
settlement of the debts to the Allies. 

I now come to the most delicate part of my review, 
which, on certain points, I know, will surprise my 
English readers. May I hope that they will give it their 
patient attention ? 

It is well known that, at the general election of May 
11, 1924, the Bloc National, that is the coalition of the 
parties of the Right and of the Centre, was defeated by 
the Radicals and the Socialists who had formed the Bloc 
des Gauches. The cause of this reversal has been the 
subject of considerable and vigorous controversy. The 
defeated politicians, and M. Poincaré, their leader, are of 
the opinion that their defeat was the result of the increase 
in taxation decreed in 1924, just before the election. 
The truth lies elsewhere: France, which votes always 
“against” and not “for’’ something, voted “‘against”’ the 
policy of adventures abroad, of which the expedition to 
the Ruhr and the name of M. Poincaré were the symbols. 
The people of France declared themselves ‘“‘against”’ 
M. Poincaré, “‘against’”’ his policy, “against’’ the tendencies 
of which, rightly or wrongly, he was suspected, and 
“against”’ all possibilities of war. 

But the parties of the Left had not grasped fully the 
extent of the unpopularity of M. Poincaré. As is often 
the case in politics, they were not conscious of their own 
power. They did not, therefore, confine themselves to an 
attack on Nationalism, on its exponents, and _ their 
enterprises. That would have sufficed to ensure triumph. 
They also vehemently criticized the financial methods of 
the administration in the years which followed the war. 
They denounced he extravagant raising of loans and the 
continuous growth of the budgetary deficit. Their views 
on this subject were sound. But the natural result of 
these statements was that, in many electoral districts the 
people were promised that after order had been introduced 
into finance, the more oppressive taxes would be swept 
away. Promises were also made to improve the position 
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of the officials who, to be frank, were not paid a living 
wage, and who continue, indeed, to be paid less than a 
living minimum. 

All this is not surprising. It happens all the world 
over that politicians seeking election are not sparing of 
promises. In my country, those who battled at the 
election of 1924, deserved to be excused all the more, 
because, with the exception of a few initiated persons, 
scarcely anybody suspected the gravity and magnitude of 
the financial peril carefully concealed by the various 
subterfuges of the Bloc National. Items of expenditure 
had been removed from the ordinary budget and placed 
into special accounts, arid propaganda was widely circu- 
lated in regard to the gigantic payments to be received 
from Germany. The bloc National also held out the 
promise of the cancellation of the debts to the Allies. 

The only reproach which can be directed not against 
the party to which I belong, but against the men who 
represented it in the Government after the election, is that 
on taking office they did not immediately place on record 
the financial position of France. The illusions concerning 
the state of the nation’s finance were perpetuated by the 
delay in revealing the truth. The newly elected deputies 
were led to believe that everything would be easily settled 
and that the promises so lightly given would be carried 
out in their entirety. But when a year had passed the 
power of the evidence became too great and to their 
sorrow the politicians saw themselves placed in a position 
which was more difficult than that which existed at the 
time of the election. In June and July of 1924 it would 
have been easy to go to the country and say : “‘ We did not 
know the true state of affairs when you elected us. Now 
we are acquainted with the truth. Not only can we not 
reduce taxation and expenditure, but, to our very great 
regret, we are compelled to impose new taxes.’ But they 
hesitated to employ such determined language. 

In May, 1925, as Minister of Finance, I came to the 
Chamber and demanded that 4 milliards in paper francs 
of new taxes should be voted. My views met with an 
opposition which endures in the Chamber to this day. 
This attitude will disappear no doubt, but the delay 
incurred meanwhile has caused the country incalculable 
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THE CHANCELLOR OF THE EXCHEQUER 


‘*T was in London a few months ago and .... . I place on 
record that Mr. Winston Churchill, my eminent opponent, 
defended the interests of his country with tenacity.” 
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harm. To these troubles must be added a political 
difficulty of a grave nature. I have already mentioned 
that included in the public debt there is a total of 100 
milliards of short term bonds. Whilst the Bloc National 
was in power these bonds as they fell due were renewed 
with great regularity by their holders. A change came 
gradu lly during the months which followed the 1924 
election. The demands for reimbursement in cash as the 
bonds fell due, began to exceed the quantities of bonds 
exchanged for new issues. No valid economic reason was 
to be seen for this change. No serious motive for it was 
discoverable. The sudden volte -face can be explained only 
by political considerations. The defeated politicians led 
a sharp attack on the party which had triumphed at the 
polls. I admit that there was no premeditation in the 
action, but by their exploitation of the occasions offered 
by the imprudent acts and speeches of their adversaries 
they sowed alarm among the capitalist holders of the short 
term bonds, who, from the first, were not well disposed 
toward the Bloc des Gauches. In this respect, a Socialist 
deputy, and not one of the least eminent, remarked in a 
discreet whisper: “On May 11 the electors gave us a 
majority. I am afraid, I am very much afraid, that the 
majority of the holders of treasury bonds is not in our 
favour.” 

The attitude of the lenders of funds to the State, 
accentuated by Press propaganda and by the clerical 
agitation which reached its height in 1924, resulted in 
demands for reimbursement in cash which embarrassed 
the Treasury. What was to be done? Only two ways 
were possible : consolidation or inflation. To my mind, 
the last word is applied wrongly in this case. Consolida- 
tion is a measure of extreme gravity. It implies default 
by the State on its obligation. and is fraught with grave 
danger. M. Painlevé was Minister of Finance for twenty- 
three or twenty-four days. He attempted consolidation— 
partial consolidation. The Chamber refused to follow 
him. The meaning of inflation in the case we discuss is, 
that to satisfy the holders of the bonds who demand 
reimbursement in cash, the State is obliged to manu- 
facture and to circulate new notes of the Bank of France. 
The reason is not clear why the term inflation should be 
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applied to this operation. Inflation takes place really 
only when the State increases the total amount of its 
obligations. In this case, there is but an alteration in the 
holding of the creditor : the bonds, which themselves are 
very often used for the purpose of monetary exchange, are 
simply replaced in circulation by bank-notes. 

There is only one argument which can be used against 
this : the short term bonds and especially the bonds of the 
Défense Nationale have often been described as bank- 
notes bearing interest. In circulation their speed is not 
as great as that of the ordinary bank-notes. It may be 
argued, therefore, that the Treasury, by substituting 
notes of the Bank of France for the bonds, increases the 
volume of monetary circulation, and that prices rise in 
consequence. This argument is not devoid of some 
foundation, but there is no avoiding at present a temporary 
call upon the Bank of France. I say temporary, because, 
when the capitalists take their money back to the Trea- 
sury, new bonds, or preferably, consolidated Rentes, will 
be issued and the bank-notes will be cancelled. There 
is no other way, and Mr. Maynard Keynes, in a letter he 
wrote recently, remarks justly, that the responsibility for 
the present situation is with the Governments which, for 
lack of foresight, allowed their short term obligations to 
be profusely multiplied. To-day, the only way out of the 
difficulty is to have recourse to the Bank of France. Yet 
ministers and deputies continue to hesitate. The Social- 
ists have been bitten by the tarantula called the Capital 
Levy. They persist blindly in this attitude and do not 
see that a capital levy is impracticable, and also that it 
cannot bring immediate relief to the Treasury. Moreover, 
they are opposed to any form of inflation. Unfortunately, 
there are financiers, at least there is one financier, short- 
sighted enough or clever enough to support the Socialist 
view. Of course, reason will gain the day in the end, and 
the crisis of the Treasury, which, by the way, seems now 
to be less acute, will be solved according to the rules of 
common sense, as always happens. When we emerge 
from this predicament, that is, when the budget has been 
balanced, we shall be able to carry out the great monetary 
reform. This, however, is conditional upon a solution 
being found for the problem of the debts to the Allies. 
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These debts to the Allies are a tremendous problem. 
The future of France and of the whole of Europe is tied 
up with it. 

I say most positively that there will be no economic 
stability in the world so long as there remains the net- 
work of the debts obliging nations to make transfers to 
other nations. The economic situation of Europe will be 
at the mercy of any cloudburst. Only one formula can 
allow us to live : let the sponge be drawn across the slate 
on which our mutual obligations are inscribed. I have 
reason to know that this view is shared by many in Great 
Britain. Britain is faithful to her tradition of generosity. 
History furnishes many examples to prove this. Britain 
demands from her enemies and from her Allies of yesterday 
only an amount sufficient to cover the annuity which the 
United States force her to pay. 

I was in London a few months ago, and had the 
occasion of discussing, not the British principle, which is 
founded in equity, but the quota which France would be 
expected to pay. I place on record that Mr. Winston 
Churchill, my eminent opponent, defended the interests of 
his country with tenacity. This was his duty. But I 
found also that he, as well as his collaborators, was 
animated by a spirit of broadminded comprehension and 
by the desire of conciliation. The agreement with Great 
Britain would have been signed by now if I had been able 
to come to terms with the United States. I made the 
attempt, but I failed. It is true, concessions were made to 
me in Washington, and by lowering the rate of interest a 
not inconsiderable reduction in the amount of our debt 
was offered. But this was not sufficient. The principle 
was also accepted that France should not be expected to 
pay more than was in her power. But I was told that I 
under-estimated the capacity of France to pay. The 
Americans admitted that my country at present is in 
a difficult position. But they predicted that it had 
before it so splendid an economic future that, a few 
years hence, France would be in the position to transfer 
colossal sums to the United States. 

To these conditions I could not put my signature. 
They appeared to me to be so onerous that France, as a 
result of their acceptance, would have been placed in 
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chains and with her the whole of Europe. I remembered 
the prediction of a Czechoslovak journal: ‘Europe is 
about to become a debtor’s prison on the highest tower of 
which will float the Star-spangled banner.’’ Had I even 
desired to accept the American offer, I could not have done 
so. French public opinion would have forbidden me to 
carry out this intention. I had brought to Washington 
proposals so generous that it would have been difficult to 
obtain the consent to them of the French Parliament. 
This because in my country politicians are to be found 
who prefer for France the easy way of avoiding payment 
of her war debts. Those who are guided by a higher 
patriotism begin to perceive the necessity imposed upon a 
great nation by circumstances ; but there are others, whom 
I will not take upon myself to accuse of a lack of patriot- 
ism, who are also influenced by other motives. The lead 
for these people is given by the sort of financiers whom I 
have already described and who see their advantage in 
the segregation of France as their own private hunting- 


ground. 
** ** ** ** ** 


There are no problems which cannot be solved. I am 
certain that a change in the psychological attitude of the 
French will occur and that the psychology of the Ameri- 
cans will change also. It will be easy then to overcome 
the chief obstacles on the road towards a financial 
rehabilitation. Those who know the ardent will to live 
which France has, will understand that, in the end, she is 
bound to achieve the victory—victory over herself, 
victory over her passionate attachment to absolute 
immediate solutions, victory over her great defect—the 
contrast to her great quality of economy—of her intense 
devotion to private individual interest, a devotion going 
to such a length that often the interest of the community 
is forgotten. . 

France will prove her faith in herself and her stern 
will to remain independent. Surely those who were so 
lately her Allies will, in the end, perceive the truth of the 
great doctrine stated some centuries ago by the Cardinal 
de Richelieu : “No nation, however strong, can maintain 
alliance or friendship with foreign peoples unless it treats 
them with both justice and generosity.” 
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The Treasury and its Powers 
By John W. Hills, M.P. 


Formerly Financial Secretary to the Treasury. 


OR the historian or the antiquarian it may be of 
H interest to trace the connection of the Treasury 
with the ancient Exchequer, but for the student 

of finance this is hardly worth doing. The structure has 
an historical continuity, but such faint traces remain of 
the old walls, and these in such unimportant corners, 
that the study, though entrancing, is barren of practical 
result. The modern Treasury is a product of the last 
century. Its powers and its constitution are changing; 
they have changed since the war, and no one can doubt 
that they will change further still. The important point 
for the student of finance or politics to appreciate is 
the relation of the Treasury to the Government of the 
day, how far it is their servant, and how far independent, 
and to understand what control it has over our financial 
system. In order to make this clear, a very few words 
must be said on the place finance holds in our constitution. 
The government of our country has gathered into its 
own hands all the financial powers formerly possessed 
by kings and by the House of Lords, and nearly all those 
possessed by the House of Commons. It is not generally 
realized that in financial matters our democratic, elected 
government is far more powerful than ever was any 
Angevin king. The power to tax has passed from the 
Crown and from Parliament to the government of the 
day. Not a penny can be levied except on the motion 
of the government; they settle how it shall be spent, 
and though the House of Commons, urged by the exhorta- 
tions of outside economists, criticizes this expenditure, 
the power of the private member to control or alter it 
has disappeared. Various historical causes, too numerous 
to mention here, have contributed to this. The point 
to be borne in mind is that the government order our 
finances uncontrolled, and so long as they are not wildly 
extravagant they escape effective criticism in Parliament. 
The second point to bear in mind is the dual capacity 
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of a democratic government such as ours. With their 
majority in the House of Commons they control that 
body; as head of our great Civil Service they are the 
executive. The House of Commons can do little to correct 
them. Such control as does exist is to be found either in 
certain checks which have been established by statute, or 
in the Civil Service itself. And by far the most important 
of the controlling influences is the Treasury. 

Let us take a look at this organization, and when doing 
so always remember its dual constitution. The head of 
the Treasury, the Chancellor of the Exchequer, and his 
hard-worked assistant, the Financial Secretary to the 
Treasury, are politicians and members of the government 
which controls the legislature. They are also, as head of 
the executive, the rulers of the permanent Civil Service 
staff of the Treasury, the chief of which is the Permanent 
Secretary to the Treasury. Ultimate power rests with 
the Chancellor of the Exchequer, with an appeal to the 
Prime Minister, and, therefore, at the very outset, we 
realize the limitations on any check which the Treasury 
may exert. It cannot be stronger than the Chancellor 
of the Exchequer, and he may be overborne by the Prime 
Minister, and thus we come back, as we always do, to 
the power of governments as head of the executive. 
But human institutions do not depend entirely on their 
formal value. The existence of a great and expert body, 
manned as it is by the best brains in England, has a 
weight and authority far greater than its technical 
position alone would warrant. Permanent, not changing 
with governments, acquiring a skill and knowledge which 
no transitory Chancellor of the Exchequer can hope to 
equal, the force and influence of the Treasury is, in a sense, 
national as well as governmental. That this is so is, 
perhaps, the most hopeful feature in our financial system. 

Besides being in charge of actual finance and collec- 
tion of revenue, the Treasury controls and co-ordinates the 
expenditure of all departments of State. It is organized 
into three branches, each under its controller, but 
only two of these need concern us, for the third, the 
Controller of Establishment, though he has, perhaps, 
the most difficult task of all, is concerned only with the 
pay, appointment, and conditions of service of the Civil 
Service. Of the other two, the first and most important, 
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the Controller of Finance, has charge of our national 
income and expenditure, budget, national debt, and all 
matters appertaining thereto. The second, the Controller 
of Supply Services, looks after the expenditure of the 
spending departments, and enforces national economy. 
Working closely together, and under the supervision of 
the head of the Civil Service, the Permanent Secretary 
to the Treasury, and, of course, also of the political heads, 
they see that the national revenue is collected, and that 
not more is spent than absolutely necessary. 

Now, in order to realize the exact influence a public 
department like the Treasury has over its nominal chiefs, 
that is, over the Chancellor of the Exchequer and, 
ultimately, over the Cabinet, it is as well to follow the 
actual procedure whereby expenditure for some big 
service, such as the army, is settled. During any summer, 
when the August holidays are near, the Secretary of 
State for War, who, of course, is a politician and a member 
of the Cabinet, will find himself discussing with the 
soldiers and the civil servants in the War Office how much 
money can be got for the army in next year’s estimates. 
The Secretary of State has a double pull on him. On the 
one hand, his military advisers, wishing naturally to be 
safe against all risks, will try to get as much as they can; 
on the other hand, he, as member of an economical 
Cabinet (and all Cabinets ought to be economical) has 
no doubt been gravely warned by the Prime Minister 
that army estimates must come down. Moreover, his 
chief financial adviser at the War Office is also in course 
of having serious and heart-to-heart talks with the 
Controller of Supply Services at the Treasury, who will 
do his best, and do it very effectively, to lop off exuberant 
ideas. Amid these various cross currents, meeting resist- 
ance here and yielding to it elsewhere, compromising on 
this in order to steer into port some cherished bark, the 
Secretary of State for War and his advisers finally agree 
on the main lines of next year’s estimates, which are then 
worked out and sent to the Treasury. Here they go 
through a further examination, both on general principles 
and on details. No doubt, if some favourite enterprise 
is pruned away, the Secretary of State for War can appeal 
to Prime Minister or Cabinet, and he does so. But if the 
Chancellor of the Exchequer and the Prime Minister are 
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THE OAK ROOM IN THE TREASURY CHAMBERS 
The Office of the Financial Secretary 


of one mind, he usually is defeated. Now, the point to be 
emphasized in all this is the power which’an office such as 
the Treasury possesses independently of the Government 
of the day. Its immense knowledge, its skilled personnel, 
and, above all, its permanence, watching governments 
come and governments go, give it an authority and 
a weight which cannot be disregarded. Its power and 
influence, exercised on the one hand upon the spending 
departments, and on the other upon the Chancellor of 
the Exchequer, is continuous and profound. No de- 
partment can disregard it, and no Chancellor can escape 
its influence. 

The same picture emerges when we look at the bigger 
operations of pure finance. The post-war conversions 
afford the best example. In settling their terms the 
government and the Treasury work, of course, in close 
contact with the Bank of England, and also with financial 
opinion in the City. The views of the Bank and of the City 
may be divergent. This somewhat delicate ground is, 
perhaps, most safely crossed by mentioning the word 
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ANOTHER VIEW OF THE OAK ROOM IN THE TREASURY CHAMBERS 


embargo, and passing on. It is an interesting matter, 
but outside this article. Dealing with the more specific 
problem, the relation of the Treasury to the government, 
it is obvious that an expert body has immense weight 
with a Chancellor of the Exchequer, who may be here 
to-day and gone to-morrow. We can, perhaps, speculate 
upon the exact influence which various chancellors have 
exercised on these big problems, and no doubt this varies 
with the skill and experience of the Chancellor. But, 
however great these may be, he would not be so foolish 
as to fail to use the inherited knowledge he has at com- 
mand. No doubt he has to consider political exigencies. 
A government, for example, may be compelled to spend 
so much money, or to make such reductions in taxation 
that the sinking fund may be more meagre than expert 
opinion approves. But except for this, the Chancellor 
of the Exchequer, working with the Treasury and the 
Bank, is not greatly troubled by political cross currents. 
For the moment he places himself outside party and 
outside politics, and envisages not only the immediate 
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conversion in hand, but a series of them, stretching many 
years ahead. He can legislate with the assurance that, 
except in the case of some political upheaval, the super- 
structure will follow the lines of his foundation. How far 
he, and how far the Treasury, is the actual architect, is 
a matter which need not be inquired into. The fact 
remains that, in this field, divergent interests do not 
trouble him greatly, and he can go on his way in 
confidence and security. 

Such are, very briefly, the powers of the Treasury. 
In order to complete the picture, it is necessary to go 
back and say something about those checks which have 
been established by law on the power of the government 
of the day. They are three in number: the Estimates 
Committee and Public Accounts Committee of the House 
of Commons, and the position of the Comptroller and 
Auditor-General. Of the first little need be said. It isa 
body composed of members of all parties, which can 
examine estimates and report to the House the result, 
but its usefulness is small. In the first place, it only 
examines estimates after they have been published. Be- 
fore publication, as has been seen, they have been closely 
scrutinized by the Treasury, and this is a far more 
efficient weapon of economy than any Parliamentary 
committee can apply. And, secondly, since the estimates 
have been published, the government have made them- 
selves responsible for them, and cannot draw back with- 
out loss of authority. Lastly, the Estimates Committee 
cannot question policy, and the amount of an estimate 
depends on policy. They are powerless to question the 
size and character of the house to be built ; they are not 
particularly competent to examine the prices of bricks 
or mortar, or builders’ wages; all they can do is to pass a 
general survey of a not very enlightening character. 

The Public Accounts Committee, on the other hand, 
has great weight. Unlike the Estimates Committee, 
it is appointed for the duration of a Parliament, not 
annually. Distinguished men sit on it, and they are chosen 
on financial and business grounds. Composed of all parties, 
it acquires a corporate personality and a corporate 
independence. It goes through the national accounts 
after they have been paid, and criticizes irregularities. 
It works in close co-operation with the Treasury. Now, 
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owing to the immense size of our national accounts, and 
to the fact that estimates are settled for the year in 
advance, it cannot start its work till long after expenditure 
has crystallized, in fact, it does not usually examine the 
figures until two and a half years after they were settled. 
Its examination is, therefore, in the nature of an inquest, 
but it is none the less valuable, for inquests detect crime 
and expose disease. 

Lastly, there is the Comptroller and Auditor-General. 
He is independent of the Treasury, independent of the 
Government, responsible to no minister, answerable only 
to the House of Commons. He does two pieces of work. 
He audits the national accounts, but his more important 
function, for the purpose of this article, is his control over 
the Consolidated Fund. Into this fund (it is also called 
the Exchequer Account) all revenue should be paid, and 
from it all expenditure made. There are exceptions, but 
they are not important. No government can get a penny 
to pay anybody without his order. Therefore, should a 
government try to do anything really wrong, to spend 
money, for example, without the authority of the House 
of Commons, he would say no. He would probably 
report the circumstance to the Speaker, who would make 
it public. No such case has actually arisen, and probably 
never will arise, but the power is there, and can be 
exercised. 

Such is a short description of what the Treasury is, 
and what it does. Emphasis has been laid upon its 
relation to governments, for this is not only the most 
interesting, but by far the most important point in present- 
day finance. The control of the House of Commons has 
waned to vanishing point. Governments, secure of their 
majority in Parliament, and obeyed with unquestioning 
loyalty by the Civil Service, are financial dictators. In 
practice, however, their supremacy is profoundly modified. 
No student of finance would wish it to be otherwise, and 
any weakening of the authority of the Treasury should be 
regarded with little short of terror. Financial stability 
rests largely in its hands, and if the signs of the times 
are to be believed, its powers will increase rather than 
diminish. This is as it should be. The influence is 
wisely exercised, and they are the best servants of 
democracy. 













The Bankers’ Clearing House 
By Robert M. Holland-Martin, C.B. 


Chairman of the Bank of Liverpool and Martins Bank ; Honorary Secretary 
of the Bankers’ Clearing House. 


OST great inventions have their origin in the 
M saving of trouble to mankind, so was it with the 
Bankers’ Clearing House, with its vast saving of 
time and currency. From very early days when first 
Lombard Street became the street of dealers in money it 
was the custom for business to be transacted in the open 
street, and Stow, referring to the transfer of business to 
Sir Thomas Gresham’s new Royal Exchange, says that 
the ‘‘meetings of merchants were unpleasant and 
troublesome by reason of walking and talking in an open 
narrow street . . . being there constrained either to endure 
all extremities of weather, viz., heat and cold, snow and 
rain, or else to shelter themselves in shops.”’ In like 
manner, so tradition says, did the clerks of the city banking 
houses of the eighteenth century meet in the street at 
luncheon time to exchange the various drafts that each 
held on other houses than their own. Later the clerks 
for their informal meetings deserted the street for a 
favourite chop-house, “‘ The Five Bells,” in Dove Court, 
Lombard Street, where now King William Street runs. 

The gain of such facilities for exchange became an 
obvious one for their employers, and the next step was the 
renting by the bankers themselves of a private room in 
the chop-house. The rental was small. In 1773 Messrs. 
Martin, Stone, Blackwell & Co.’s books record: ‘To 
quarterly charge for use of the Clearing room, Igs. 6d.” 
Some ten years later a larger room was taken next door 
to the chop-house at Mrs. Irving’s, and for better light 
and ventilation the first floor was taken out. Later a 
larger room was taken and two inspectors appointed. 

In 1810, in evidence given before the Bullion Com- 
mittee, Mr. Thomas, the inspector, stated that there were 
forty-six banks in the Clearing House, and that the 
average amount cleared daily was £4,700,000, which on 
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Stock Exchange settling days was increased to £14,000,000. 
At this time the Bank of England was not in the Clearing 
House, and settlement was in cash, differences being paid 
up in notes and gold. A little later notes only were used, 
any balance in excess of the last £50 being carried forward 
to the next day’s account. Such a procedure necessitated 
the use of a large number of notes, the average daily 
amount in 1839 being £213,100, and the highest daily 
amount £593,300, the lowest being £108,000. It must 
be remembered that these were the days of the Private 
Banks, of whom thirty-nine were in the Clearing House 
in 18209. 

The Joint Stock Banks came into existence in 1833, 
but were much looked down on by the Private Banks, and 
all requests by them to be allowed to enter the Clearing 
House were treated with the utmost scorn and contempt, 
some even being told to renew their application when 
they had been in existence for ten years. 

This state of affairs lasted till 1854; then on a threat 
from the Joint Stock Banks that they would start a 
Clearing House of their own, the following banks were 
grudgingly admitted: The London & Westminster 
Bi ink, The London Joint Stock Bank, The London 
& County Bank, The Union Bank of London, The Com- 
mercial Bank of London, and The Royal British Bank. 
But although admitted they were on a different footing 
to the Private Banks who owned the building collectively. 

In 1854 settlement by bank notes came to an end; 
and on May 11 settlement was for the first time made by 
cheque on the Bank of England. In 1858 the County 
Banks put forward a proposition for a separate Country 
Clearing House for their drafts. After some discussion, 
however, a scheme put forward by Sir John Lubbock, 
afterwards Lord Avebury, was accepted and the Country 
Clearing established in the Clearing House between 
the morning and afternoon Town Clearings. Up to 
1864, though settlements had been made by cheque on 
the Bank of England, the Bank had not entered the 
Clearing House, but in this year it arranged to clear all 
cheques on other banks through the Clearing House, 
that is to say, to clear on the outside only: all cheques 
and bills drawn on the bank being presented at the bank. 
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Owing to the policy of amalgamation that has been 
formed by English banks during the last quarter-century 
there are now only ten Clearing Banks, besides the Bank 
of England, and the number of local banks in England 
and Wales has fallen from ninety-four in 1905 to twenty 
in 1925, but this does not mean any reduction in the 
number of offices ; on the contrary these have risen from 
5,290 in 1905 to 7,500 in Ig21, and 8,go0 in 1924. The 
growth in the number and amount of cheques cleared has 
been amazing. 


£ 
In 1839 the paid clearing totalled 954,401,000 


», 1868 9 3,425,185,000 
, 1885 fa - = 5,511,071,000 
, 1895 - i s 7,592,886,000 
», 1905 9 ‘i ” 12,287,935,000 
»» 1915 ' - »,  13,407,725,000 
*,,1920_—é=», 5 »  39,018,903,000 
,1924 “ »  39,532,864,000 
»» 1925 ” 9 »  40,437,119,000 


It was not till rgor that the total figures for the year 
were divided up into Town and Country, and in 1907, 
when the Metropolitan Clearing was established, a further 
division was made. 


Town Metropolitan Country 
1905 .. .. 11,355,250,000 —— —- 932,685,000 
I9QI5 .. .. 10,91I,090,000 £929,064,000 1,5607,571,000 
*I9g20 .. ..  32,852,933,000 2,093,750,000 4,072,220,000 
1924 .. ..  35,038,605,000 1,594,114,000 2,900,145,000 
1925 .. -.  35,801,264,000 1,678,347,000 2,957,508,000 


The final clearing total for the year 1925 of 
£40,437,119,000 is the highest yet recorded. The record 
daily total was made on April 30, 1925, viz. £263,255,000, 
and the record monthly total in January 1925, 
£3,770,804,000. 

Spectacular and stellar as these figures are, they must 
not be assumed to give more than a rough guide as to 


* Post-war finance had much to do with the large figures of this 
year ; large amounts of Treasury Bills were renewed, and new industrial 
issues reached the colossal total of £574,000,000 for the first eleven 
months of the year, many too were over subscribed. 
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the course of trade. The Town Clearing figures are in 
particular a very bad trade barometer. Nearly all the 
largest movements of money pass through this Clearing. 
Let us suppose that a payment of some millions has, in 
consequence of the issue of a new loan, to be paid by 
Bank A to Bank B; this results in a cheque for the 
amount of X millions being given by Bank A to Bank B, 
but this is not the only effect on the Clearing House 
figures, for to provide the money Bank A calls in the 
requisite amount from its brokers in the Short Mcney 
Market ; these brokers in turn, not wanting to be short in 
their money totals, will go round the banks endeavouring 
to find other money elsewhere to replace the sums called. 
This they will ultimately do by possibly borrowing from 
Bank B some of the money it has been paid by Bank A. 
Thus as regards the Clearing House figures the transference 
of a large sum from Bank A to Bank B may increase the 
total by at least three times the amount transferred. 
Further, for the simplifying of accounts it is often 
better for companies and individuals to give cheques to 
each other for the total amount owed by each than for 
the ultimate debtor to pass a cheque for the balance only. 
As a guide to trade tendencies the figures of the 
Metropolitan and Country Clearings are more reliable. 
With the increase in the total of the amount cleared 
there has come, of course, an increase in the number of 
cheques cleared. It is impossible to keep an exact record, 
but a rough census is taken occasionally. In 1922 the 
average daily number was placed at 550,000. Had this 
vast number of cheques_to be taken down by hand daily 
by both the receiving and the paying bank, the space 
needed and the number of clerks required would necessitate 
a far larger Clearing House. But machinery has again 
come to the rescue, and the use of the Burroughs Adding 
Machine by the receiving bank at its office and by the 
paying bank at the Clearing House has greatly simplified 
the work and lessened the space required, besides 
providing a check on the correctness of the entering 
clerk : for as the cheques are listed, at certain intervals, 
marked by turning a cheque over, a printed total is taken 
from the machine, and when the cheques are again listed 
at the Clearing House printed totals thus signalled are 
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once more taken -from the machine, and if these 
correspond there can be no error in the work. 

Though the Clearing House plays such an important 
part in the financial working of the country, few except 
the bank clerks who frequent it know where it is, save 
that it is in the neighbourhood of Lombard Street. 
Actually its entrance is in Post Office Court, once (when 
the General Post Office was in Lombard Street) the yard 
whence issued the four-horse coaches laden with mails. 
The chief room on the ground floor, possibly formerly 
part of the yard, once sufficed for the Clearing House, 
but little by little, as more room was required, other 
adjoining premises in Abchurch Lane and King William 
Street were rented. These have now been acquired, and 
the Clearing House now owns the corner formed by 
Abchurch Lane and King William Street behind the Post 
Office on the Lombard Street side. To outward appear- 
ances it still consists of what might be taken to be various 
premises, and possesses no architectural features beyond 
a very pleasant oak-panelled board-room, decorated with 
engravings and photographs of nearly all the past chairmen 
of recent years. 

Unlike the Railway Clearing House, the Bankers’ 
Clearing House has no staff of its own beyond the three 
inspectors who are responsible for its management, for 
each Clearing Bank sends as many of its own staff as are 
needed to deal with its own work, that is to say, to deal 
with all the cheques on itself and the banks it is agent 
for that are presented by or through the other Clearing 
Banks. These cheques have been sorted under the heading 
of the respective banks on which they are drawn by the 
staff of the receiving bank, and similarly listed into 
parcels known as Charges. Thence they are sent over to the 
Clearing House and delivered at the desk of each paying 
bank, where, as before mentioned, a similar process is 
repeated and the amounts agreed, the cheques being 
sent on at once to the office of the paying bank to be paid 
or returned. When each Clearing closes, each bank sends 
down its out-clearing books to the Clearing House in 
order to agree the totals with the in-clearing books there. 
If agreement is not immediate the books are compared 
and mistakes eliminated, and when agreement is reached 
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the totals are entered under the appropriate column on 
each bank’s sheet which has a list of the other Clearing 
Banks in the middle with a debtor column on one side 
and a creditor on the other. The totals of each side are 
added up, and if the balance is receivable a green ticket 
signed by an inspector of the Clearing House is issued, 
or, if payable, a similar white ticket. By this ticket the 
Bank of England is ordered to transfer to or from the 
bank’s account at the Bank of England the said balance. 

Such is roughly the simple working of the Clearing 
House, but complications arise in that some cheques 
cannot be paid by the bank they are drawn on, perhaps 
from lack of funds, or because they have been stopped, or 
the endorsements are not in order. Such cheques, 
bearing the written statement as to the reason for their 
return, are handed back to the presenting banker, who 
enters them on the debtor side of his sheet and includes 
the figures in his total. 

At the end of the day the inspectors make a final 
balance sheet for the whole Clearing House; this should, 
if the work is correct, show that the Clearing House has 
to receive and pay a similar sum. In practice differences 
do occur ; if considerable they are traced the same day, 
but smaller differences are traced and settled the next day. 

On ordinary days the last delivery in the Town 
Clearing is at 3.30. All returns must be sent back to the 
Clearing House by five o’clock, and by 5.30 the day’s 
work is done. 
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Are Bank Fusions Advantageous 
to the Nation? 


By Sir Drummond Drummond Fraser, K.B.E., 
M.Com. 


Formerly Manzging Director of the Manchester and Liverpool District Banking 
Company, Ltd. 


4 NHIS country has crystallized its banking system 


into a small number of joint stock bs inks with a 

large number of branches. These branches by 
carrying the deposit system to the doors of the people 
have resulted in a great extension of the banking habit. 
This system of concentration and diffusion has effected a 
great economy in the working capital and the circulating 
money of the country. 

The great test of the efficac y of large banks with many 
branches is to be found in the aggregate amount of 
deposits collected, for by this method money is collected 
on the one hand—i.e. the bank borrows—and bills are 
discounted and advances made to traders for productive 
enterprise on the other—i.e. the bank lends. The traders 
depend on this bank money to finance the manufacture, 
distribution, and marketing of the goods. Thus the banks 
have gathered together the surplus money (deposits) of the 
people by their branch system for the benefit of industry. 

In the eighties—-forty years ago—the joint stock 
principle was legalized and univ ersally adopted. It is 


‘upon this principle that the present system of deposit 


banking has been built. Joint stock banks superseded 
private banks whose sole purpose had originally been to 
issue notes. The eighties produced a cheque currency 
which hurled the note down from its pinnacle of power. 
The cheque widened credit facilities to an extent which 
would not have been possible with the bank note. The 
legislation of the crossed cheque and its general adoption 
as the one instrument for the payment of debt effected 
great economy in the currency. It was responsible for 
the greatest development in the joint stock system of 
deposit banking. In those days joint stock deposit banks 
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relied on investments, i.e. consols and other gilt-edged 
securities, to provide the “cash” required by their 
customers to meet exceptional demands. 

In the nineties the lesson of the Baring crisis made 
the banks realize that these investments in consols and 
gilt-edged securities were not always easily marketable, 
nor were they a depreciation-proof security. The banks, 
therefore, at the call of the then Chancellor of the 
Exchequer, published monthly balance sheets and in- 
creased the ‘“‘cash”’ percentage to the deposits. This 
was done, not by reducing the money lent or the 
money employed in trade, but by reducing the invest- 
ments. It is in the margin between the borrowing 
(deposits) and the lending (advances and discounts) by 
the banks that the real advantage of big banking over 
small banking is revealed. The amount of the “cash” 
reached {6 per head of the population in 1913, when 
amalgamations on a big scale were in full swing, as 
compared with {2 per head in 1889. This additional 
£4 per head of the population was made up approximately 
by an increase of £1 per head in each of the following 
items: gold, Bank of England balance and notes, money 
in transit, and money at call. The increase of £4 per head 
represents an increased percentage of “‘cash”’ to deposits. 

In the first decade of the new century—1goo—the 
banks followed a common policy in maintaining a large 
holding of gold as part of their “‘cash.”” One bank even 
published the actual amount of gold held. But the 
American crisis of 1907 proved beyond any question of 
doubt that a diffuse storing of gold by separate banks did 
not create the strength required in times of emergency, 
but that the gold should be held by a central bank—the 
Bank of England—and the gold in the banks should be 
replaced by the equivalent Bank of England notes and 
Bank of England balance. As a matter of fact, after the 
war the banks did transfer their gold reserves (£40,000,000) 
to the Bank of England in exchange for the equivalent 
“cash.” 

During the whole of the past generation (a period of 
thirty years before the outbreak of war in 1914), the fusion 
of banks was continuous. The main purpose of the 
amalgamations was the replacement of individual banking 
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institutions in isolated parts of the country with limited 
resources by strong banking concerns with large resources. 

In one of my statistical papers I estimated that the 
inner reserves of the banks created through these fusions 
were equal to the published reserves of the banks. This 
creation of inner resources was due to the absorption of 
the weaker banks with a lower premium on their shares 
by the stronger banks with a higher premium on their 
shares. These fusions have resulted in the banking of 
England being conducted by five big banks with ramifi- 
cations all over the country, and five Lancashire banks. 
In addition, there are one independent London Clearing 
Bank, two affiliated banks, and one private bank. 

There must be a definite reason for the standing out 
of the Lancashire banks from the general fusion of banks. 
It is, I think, to be found in the following : there has been 
the ability to collect the deposits of the people; there is 
the peculiar affection in which these banks are held 
locally; there is the strong confidence in the banks, 
occasioned by the leading men of the county having 
accepted seats on the boards of the banks. 

Sir Edward Holden once stated with pride that since 
the taking over by him of a Manchester bank, that bank 
was lending in 1918, in Manchester, 380 per cent. more 
than the amount lent by the local bank when the Midland 
Bank absorbed it. But the same fourfold increase was 
to be seen in the lendings of the District Bank—the 
biggest local bank—during the same period! This showed 
the inner strength of Lancashire banking and the ability 
to meet all trading demands, which preserved the 
independence of the Manchester banks. 

It must be remembered, however, that the Lancashire 
joint stock banks have had the advantage of being able 
to collect deposits from an area where the people have 
been gradually educated to invest their money in loans 
on tap for short periods on the pass-book system. For 
thirty years before the war the percentage increase in 
deposits of the Lancashire joint stock banks was double 
the percentage increase of all the other English joint 
stock banks. This amply proved that bank deposits did 
not suffer from the fact of small money being invested in 
these loans. 
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The outstanding example of borrowing on loans from 
the people direct is the Manchester Corporation. This 
Corporation in round figures has borrowed {20,000,000 
out of a total of £30,000,000 borrowed in short-dated 
mortgage loans day by day over the counter, leaving only 
£10,000,000 in the form of stock exchange loans (of which 
£1,000,000 is in bills), one of which is the £5,000,000 loan 
raised by the Corporation and re-lent to the Man- 
chester Ship Canal. The Corporation receive in perpetuity 
£160,000 a year for this loan, which will eventually go to 
the relief of the rates, because the original stock exchange 
loan will be repaid by the sinking fund. And to-day the 
Manchester Committee for National Savings, by carefully 
planned organization, is collecting day by day money 
for savings certificates through the Post Office, banks and 
savings associations to the extent of one million 
pounds a year. If the rest of the country could raise 
pro vata of the population the same proportion, over a 
million pounds a week would be raised instead of less 
than £600,000. 

There is no doubt that big banking in the form of 
bank fusions has been advantageous to the nation. But 
even if this were not so, the large trade combines which 
were taking place made it necessary that banks should 
combine their resources also, in order to keep pace with 
this new movement in industry. Banks serving agri- 
cultural areas, therefore, combined with banks serving 
industrial areas, thus transferring money from districts 
not immediately requiring finance to those imperatively 
in need of financial aid. 

The greatest fillip to bank amalgamations was given 
by after-war requirements. Banks, proud of their 
position in the locality, and their independence of London, 
found themselves faced with greatly increased demands 
for money. The price of raw materials had increased 
excessively and wages had risen to an unprecedented 
degree, while hours of labour had been considerably 
curtailed. The reduction of production in itself augmented 
the cost of production. The employers tried to meet this 
situation by expanding their business, adding equipment, 
extending buildings, etc. These in turn called for more 
capital. And this call increased the demands upon banks 
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for money. Thus larger resources were imperatively 
required by the banks. And only amalgamations could 
procure them. 

The banks are able to supply the facilities required by 
trade and industry. Banks now without exception open 
their doors at all their branches to the receipt of small 
money from {1 upwards; and interest is allowed. The 
question now arises whether it would not be desirable 
for bankers to make it more widely known that they are 
willing to accept deposits for long periods at a fixed.rate 
of interest. 

In the Report of the Committee on Financial Facilities 
it was stated: “‘A number of depositors would be willing 
to deposit their money at fixed rates of interest, for 
periods of from one to five years, without the right of 
withdrawal. The removal of the liability to withdrawal 
would thus enable banks to grant loans for longer 
periods.”’ 

The increase of the stamp duty on the cheque has 
restricted the cheque-book habit of drawing cheques for 
small amounts. Cheques for Jarger amounts are drawn 
out in exchange for currency notes. The duty on the 
cheque was doubled during the war as a war-time measure. 
If it were removed it would economize the use of 
currency notes and increase bank deposits. 

It is natural to find that the increased deposit 
liabilities of the banks on the one hand and the assets 
on the other, owing to war-time emergencies and the 
effects of the world-wide trade boom, have _ been 
handsomely met by substantial additions to the capital 
paid up and reserve funds. For the first time in 
English banking the bulk of this new bank capital has 
been in the form of fully paid up shares on which 
there is no uncalled liability. There has also been a 
considerable addition to the capital of the banks by the 
holding of the shares of affiliated banks and shareholding 
interests in oversea banks. These have gone beyond the 
borders of England, and include Scotland, Ireland, and 
some of the colonies. There can be little doubt that the 
extension of Empire banking and the holding of interests 
in oversea banking institutions will economize the money 
required for oversea trade. 
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the puissant Chairman of the Midland Bank, who was the foremost advocate of great 
bank fusions. 
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The apparent high rate of dividend paid by the banks 
has caused in the popular mind an exaggerated idea of 
the profits of banking. When these high dividends are 
calculated on the total capital resources of the banks, 
including the reserve funds and the inner reserves which 
are not disclosed on the balance sheet, the real percentage 
of the net profits of banking works out in the aggregate 
at half of the quoted percentage of the rate of dividend 
paid. 

The inherent power of the banks to finance legitimate 
trade lies in four directions: the higher cash ratio 
has given greater elasticity to their power to lend; 
the publication of monthly balance sheets has inspired 
greater public confidence in the safety of deposits; the 
holding of short-dated Government securities has provided 
a reservoir of cash which can be tapped day by day; 
the operation of the Baldwin sinking fund of a million 
pounds a week for the repayment of Government debt 
has for all practical purposes made the short-dated 
Government securities held by the banks depreciation- 
proof. 

It is the Government after all which is the biggest 
banker in the country. Everyone has been impressed by 
the great, potential increase of small investors in Govern- 
ment securities, which furnish the safest medium for 
small money. The Government has collected this small 
money through the Post Office and Trustee Savings 
Bank, National Savings Certificates, and Post Office 
Issues of Government loans, which show a fourfold 
increase over the pre-war amount and to-day reach the 
approximate amount of £1,000,000,000._ The country can 
have no greater safeguard than the fact that the small 
investor has such a large stake in Government securities. 

No article on banking is, in my opinion, complete 
without a protest against the loose way in which the 
word “ bank”’ is used in this country. It is well known that 
a short Act defining the word has been under consideration, 
but it has apparently been pigeon-holed and forgotten ! 
A quasi-legal definition is : ‘‘ The name bank only includes 
institutions where a substantial part of such business 
consists of the receipt of money on current account to 
be drawn upon by cheque.” 
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HIS article does not purport to enter, except to a 
very small extent, into the history of Banking in 
India, nor will it be burdened with columns of 
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statistics showing the amount, and variations, of the 
capital, advances, deposits, etc., of the banks which do 
business in that Empire ; rather will it outline, in what I 
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hope will be a readable form, not so much for the expert 
as for the layman, the different classes of banks and 
bankers which finance the trade of India and the part 
which each class takes in that great work. 

Banks and bankers in India may be divided roughly 
into five classes : (1) the Imperial Bank of India; (2) The 
Exchange Banks; (3) The Indian Joint Stock Banks, 
registered under the Indian Companies Act; (4) The 
Indian Co-operative Societies, registered under the Co- 
operative Societies Act 11 of 1912; and (5) The Indian 
private bankers, such as Shroffs, Mahajans, Sowcars, 
Chettiars, etc. 

Of the above, the Exchange Banks deal principally 
with the external trade of India, whereas the main 
energies of the Imperial Bank of India and of the Indian 
private bankers are devoted to the internal trade. The 
Indian Joint Stock Banks come under both categories; 
the Co-operative Societies are a class to themselves. 

The Imperial Bank of India was constituted by the 
amalgamation of the three Presidency Banks, of Bengal, 
Bombay, and Madras, and commenced operations in 
January 1921. This bank fixes the Indian “bank rate,” 
and to it is entrusted the care of Government funds, also 
the issue and management of the Government loans. 
While not strictly a central bank, as it transacts ordinary 
banking business and receives deposits at interest, it 
carries out some of the functions of a central bank, 
inasmuch as it is a banker’s bank, and all the leading 
Exchange Banks and Joint Stock Banks keep their reserve 
balances in India inits custody. At the Presidency towns, 
and at some of the other large towns in India and Burma, 
such as Lahore, Cawnpore, and Rangoon, the bankers’ 
clearing is situate in, and managed by, the local office of 
the Imperial Bank of India. 

Under the Act by which it is constituted the Imperial 
Bank of India is restricted in the business which it may 
undertake, and, besides the Government business and 
that of its private customers, practically confines its ener- 
gies to the finance of the internal trade of India, and to the 
custody of the balances of, and the making of loans to, the 
other banks and bankers which have been above enumer- 
ated. It must be borne in mind that India, unlike England, 
is a country of cash transactions. It is true that the figures 
of the bankers’ clearing in India have practically trebled 
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during the past ten years, but by far the larger proportion 
of the finance of the crops of India and Burma is paid for 
in the first instance by cash, and it is from the Imperial 
Bank of India that the bulk of that cash is drawn. 

One of the provisions of the Imperial Bank of India 
Act was, that the bank should open 100 new branches 
within the first five years of its existence; that is to 
say by January 27, 1926; the greater number of these 
branches have already been opened, and there is no doubt 
that the programme will be completed in the allotted 
time. This extension of branches, without taking into 
reckoning the sub-branches and pay offices which have 
been opened since 1921, will more than double the number 
of offices of the late Presidency Banks, and will undoubtedly 
be to the great advantage of Indian trade in making money 
cheaper and more readily available for the movement 
of the crops. 

The Presidency Banks had never been permitted to 
open an office in London, and had appointed agents in 
that city to carry out, on their behalf, whatever business 
they required to do there, such as the making of invest- 
ments in sterling securities, the collection of cheques 
payable out of India, etc. Under its Act of constitution the 
Imperial Bank of India was empowered to open an office 
in London and, although it in no way competes with the 
Exchange Banks, that office is undoubtedly a very great 
convenience to the bank and to its constituents. 

The Exchange Banks maintain their larger offices in 
the seaport towns of India, and although some of them 
have opened branches in important internal centres, such 
as Cawnpore, Delhi, Lahore, and Amritsar, their chief care 
is the external trade of India, which they finance by the 
purchase of export bills from the shippers of produce. As 
previously stated the greater part of the produce of 
India, such as cotton, rice, jute, wheat, and oil seeds, is 
paid for in cash, and as the incidence of most of these 
crops is in the winter months, we are accustomed to see a 
greater demand for money and higher rates at that period. 
This demand falls in the first instance upon the Indian 
private bankers, the Joint Stock Banks, and the Imperial 
Bank of India, as they supply the cash with which the 
cultivators are paid for their produce. A portion of this 
produce is purchased for consumption or manufacture in 
India, but as India produces more than it consumes, a 
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portion is purchased for export to other couniries ; this 
portion naturally finds its way to the seaport towns, for 
shipment to the country for which it may be destined ; it 
is at that point that the finance of the produce is trans- 
ferred to the Exchange Banks who, by purchasing the 
bills which are drawn against shipments, provide the 
Indian exporter with funds from which to repay the loans 
which he had taken for the purchase of the crop. 

But what of the cash which has been paid out to the 
cultivators in exchange for their produce ? This cash, or 
a goodly portion of it, flows back in due course to the 
Presidency towns and seaport towns through the pay- 
ment of Government revenue and the purchase of cloth, 
bullion, and articles of foreign manufacture, and it is the 
Exchange Banks who finance the bulk of these imports of 
bullion and goods which come into the seaports in large 
quantities, are sold insmaller lots to the up-country dealers, 
and are retailed by them to the cultivators and others. 

The Indian Joint Stock Banks usually have offices 
both in the interior towns and in the seaports. Not being 
restricted in the business which they may undertake, they 
are able to provide funds on security which is not eligible 
for the Imperial Bank of India under its constitution, and 
they undoubtedly do good work in this direction. They 
also compete to a certain extent both with the Imperial 
Bank of India and with the Exchange Banks, as they are 
able to discount both internal bills, or hundies, and 
export bills. They thereby take part in the finance of the 
external as well as of the internal trade. Some of them 
do a considerable business in advances secured by the mort- 
gage of land and/or buildings ; advances of this descrip- 
tion naturally entail a longer lock-up of funds than would 
be appropriate for the Imperial Bank, but they serve a 
good purpose in assisting the development of the country, 
and, if not carried to excess, are a safe and profitable form 
of investment of funds. 

The co-operative societies are of comparatively 
recent origin. Under the egis of Government they have 
done good work in helping to free the Indian cultivator 
from the clutches of the moneylender, and have assisted 
him to obtain fairer prices for his produce. As was 
inevitable, mistakes were made in the beginning, and some 
of the societies were composed of an undue proportion of 
borrowers to depositors, but given skilful management 
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they should be able to do most valuable work in 
India. 

We now come to the last category on our list, the 
Indian private bankers; their nomenclature varies to a 
certain extent with their place of origin or habitat, and 
the class of business which they undertake, but, broadly 
speaking, they are moneylenders, who also, in many 
cases, receive sums of money on deposit at interest. 
They have, at one time or another, been subjected to a 
considerable amount of obloquy for charging unconscion- 
able rates of interest, but as a class they do a great service 
to India, and if they do charge high interest their security 
is not usually of a nature which would be acceptable in a 
bank’s parlour in Lombard Street. Of course there are 
some black sheep among them: usurious moneylenders 
are not unknown even in England, but the majority have 
a high standard of business honesty and are punctual in 
meeting their obligations. Were it not for the Indian 
private banker the smaller shopkeepers and agricul- 
turists would find it very difficult indeed to carry on 
business. Many of them have a capital which is so small 
as to be almost negligible, and have to rely on borrowed 
money in order to stock their shops, or to meet their living 
expenses pending the gathering of the harvest. Let us 
take, by way of illustration, a typical instance of each 
class. A petty dealer in gold thread (used in the manu- 
facture of the embroidered headgear which is so popular 
in India) has his shop in a town in the south of India; he 
has to replenish his stock from Bombay, he places his 
order with a trader whose capital, though larger than his, 
is still very small according to our standards : the trader, 
to whom he is well known, supplies the goods and draws 
a hundi (internal bill of exchange written in the vernacu- 
lar), payable 30, 60, or go days after date, on him for their 
value; the trader gets this hundi accepted, and when he 
requires further funds, discounts it with a Shroff who, in 
turn endorses it and rediscounts it with a Joint Stock Bank 
or with the Imperial Bank of India. Without the Shroff 
the shopkeepers’ and traders’ businesses would be limited 
to the amount of their respective capital, and in a similar 
manner, the Shroff’s business would be restricted if he were 
unable to rediscount the hundies which he has purchased. 

For our second instance we will take the hypothetical 
case of a grower of paddy in Burma, for Burma and India 
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are one in their banking methods, and will endeavour to 
trace the concomitant monetary transaction through each 
of the different classes of banks. We will suppose that 
the Burmese cultivator, as is his wont, has squandered a 
portion of the money earned by the sale of his paddy of 
the previous season and is short of seed. He approaches the 
Co-operative Society of which he is a member, obtains a 
loan and purchases his seed; when the time approaches 
for the crop to be cut and harvested he is short of money 
with which to pay for the assistance which he requires, he 
goes to a Chettiar and negotiates a loan against his note 
of hand supported by a mortgage of sufficient of the 
coming crop to cover the advance. The Chettiar uses his 
own capital in making these loans, and when that is 
exhausted he obtains further funds from a Joint Stock 
Bank, or from the Imperial Bank of India, on the security 
of a bill or promissory note in the joint names of himself 
and another Chettiar. In due course the paddy is har- 
vested and sent to Rangoon and sold, in our hypothetical 
instance, to a rice miller, who converts it into rice and sells 
the rice to a buyer in Europe; the rice miller has possibly 
obtained an advance. by way of cash credit against his 
stocks of paddy and rice and pays for his further pur- 
chases from that advance; from this payment the 
cultivator pays off his debts to the Chettiar and to the 
Co-operative Society, and the Chettiar discharges his 
promissory note to the Joint Stock Bank or the Imperial 
Bank of India; the miller draws a bill on his purchaser in 
Europe, attaches the shipping documents to the bill, 
discounts it with an Exchange Bank, and pays off his debt 
to the bank from which he has taken an advance; the 
Exchange Bank mails the bill to its London office who 
rediscount it or hold it until it is paid at maturity; the 
money thus realized being held at the credit of the 
Exchange Bank’s branch in Burma to be retransferred by 
sale of sterling drafts or telegraphic transfers on London 
when it is again required. 

These instances will, I hope, explain the exact part 
which each of the various classes of banks in India takes 
in assisting the trade of that great Dependency and the 
manner in which the obligation of finance is handed on 
from one class of bank to the other, thus showing how 
each and all are necessary to the proper development of 
banking in India. 
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ABOUR criticism of the British banking system 
| ,may be conveniently summarized under three 
heads: (1) the relationship of the State to the 
Bank of England; (2) the amalgamation and present 
power of the joint-stock banks; and (3) the growth 
of subsidy and credit which British taxpayers are 
placing at the disposal of privately-owned industry 
and commerce. 

The economic policy of British labour is generally 
defined as public ownership with democratic control ; 
that is, ownership should rest with the people as a whole, 
but each branch of industry and commerce should be 
run by the men and women who, by hard experience, are 
familiar with its history and daily practice. It is a fallacy 
of our opponents to suppose that we wish to place every- 
thing under a centralized Government Department. In 
essence much of the structure of the present system, 
especially in the large trusts, would be preserved. In 
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time ownership would certainly be widely extended, 
until it covered the whole people, and all classes of 
workers would be definitely the stewards and trustees 
of the community which, in theory, they are believed to 
be to-day. To banking the very same principle would 
be applied. But Labour has not the slightest intention 
of reducing banking to so much political jugglery. On 
the contrary, it recognizes that a sound financial system 
is essential to the gradual extension of any form of 
public ownership. 

Oddly enough much of the criticism of the position 
of the Bank of England is found in Walter Bagehot’s 
immortal Lombard Street, although he shrank from a 
Socialist solution. Bagehot suggested reforms which have 
been adopted only in part. Labour does not minimize 
the change which has taken place in the position of the 
central reserve owing to the remarkable development of 
the cheque system as the practical currency of the 
country. But in summary the Bank of England remains 
the Government’s bank, the bankers’ bank, the holder 
of the central reserve, and the genera] foundation 
of the banking system; and, above all, with it lies 
the power of fixing the Bank rate which, making all 
allowance for the different position of market rate, 
exercises profound influence on the financial terms on 
which a great part of British industry and commerce 
proceeds, and on which the employment of millions of 
people depends. 

Bagehot himself considered that to give such large 
powers to a single board, to which was entrusted the 
further duty of recruiting new members not definitely 
in the banking profession, was dangerous. He did not 
advocate the holding of many reserves, the policy which 
has been so substantially modified in the United States 
by the establishment of the Federal Reserve Board. But 
he considered that the keeping of the reserve was really 
a national function. Accordingly he proposed the re- 
plenishment of the reserve; an improvement in the 
government of the Bank by inclusion of more of the 
“trained banking element’’ ; and some advice to the rest 
of the banking system to reduce the demands on the 
Bank as far as possible. Since his time there has been 
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substantial change in the position of the reserve, although 
even yet it is the subject of controversy in economic 
circles. For sufficient reasons his suggestion about 
the trained banking element has not been adopted, 
and the other recommendations need not detain us 
here. 

The essential point is that while rejecting what to-day 
would be loosely called nationalization, Bagehot, in 
common with other students of banking problems, fully 
recognized the exceptional position of the Bank of 
England. The Bank of England was bound up with 
national solvency; the dire ctors were in reality trustees 
for the public; the aim of his reforms was to make them 
completely and definitely trustees. With the growth of 
syndicate and combine and trust in industry, Labour is 
more than ever committed to what it believes to be the 
only practical alternative—a sound, democratic, public 
ownership in which economic principles are fully appre- 
ciated. But if that change is to come the financial system 
of the country must move in sympathy with it; hence 
the preparation of a programme which, in financial 
matters, would begin at the root by turning the Bank of 
England into a purely public institution, rather than a 
joint-stock company with the literally enormous power 
which it possesses to-day. Of course, that suggestion 
is opposed by all who believe in what they call individual- 
ism and competition. But with trusts covering a very 
large part of British industry, and with banks them- 
selves amalgamated to such an extent as to call for the 
Government intervention, to which later reference will 
be made, it is becoming increasingly difficult to discover 
pure individualism or competition ; and no one seriously 
suggests that we can sweep back that economic Atlantic 
which is represented by the remarkable federation of 
British capital. 

The criticism of publicly-owned banking proves that 
British Socialism has no — of the fallacies of the 
time. Bagehot feared that the Governor of the Bank 
might degenerate into a Parliamentary figure ; and might 
even sink low enough to be included in a Cabinet. Present- 
day writers fear that the Bank would be very much the 
puppet of the Government of the day; political finance 
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might give us inflation or any other unhealthy device. 
But there are still, notwithstanding the practical modifi- 
cation which the cheque system has introduced, the 
principles of the Act of 1844; the Bank of England and 
the Treasury are always in consultation; and in any 
emergency the banks have always, and as a rule, imme- 
diately, to fall back upon the State. In his recent dis- 
cussion of the theory of banking, Mr. R. G. Hawtrey 
recalls the contention that to defer the very beginning 
of public control till the moment of crisis is to leave the 
preparations for defence till the outbreak of war. In 
any event, there is hardly any dispute that a close regula- 
tion of note issue is desirable ; and there are many people, 
not in any way identified with the Socialist movement, 
who have argued that so vital a service as the principal 
means of payment in business transactions calls for 
State regulation of banks of deposit. Very few would 
deny that in many respects British banking has set an 
example to the rest of the world. But if the electors 
decide that their national economic problem can only 
be solved in terms of public ownership the bankers 
themselves probably recognize that their service must 
(whatever their personal views) become part of that 
scheme, and that in such circumstances the plain duty is 
to see that sound financial principle is preserved in a time 
of economic transition. In pre-war times national banks 
in different parts of Europe rendered great service to 
industrial development ; Great Britain was often criticized 
for too conservative finance. The post-war difficulties 
of these State banks are irrelevant. War makes a large- 
scale commonplace of every financial device, which in 
normal conditions is rightly condemned. Broadly, then, 
it is urged that the B ank of E ngland is even now sub- 
stantially a public institution ; and that if any Labour 
Government of the future made the economic change 
which has been discussed, it would preserve for the public 
service the skill and experience associated with that great 
organization. 

The position of the joint-stock banks is_ simpler. 
They are, of course, bound up with the Bank of England. 
With their allied agencies thay have played a remarkable 
part in British industrial development, with very few 
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failures. But during the past ien years there has been 
growing criticism of the rapid process of bank amalgama- 
tion. In March 1918, the Government appointed a 
Treasury Committee, over which Lord Colwyn presided, 
and which included Lord Cunliffe, later Governor of 
the Bank of England, and other leading bankers and 
industrialists. The committee contained no Socialist 
in the sense of a representative pledged to public owner- 
ship and control of banking. In its report, issued in 
May 1918, the committee remarked that there were 
at least three hundred instances of bank absorptions and 
amalgamations in Great Britain; that more than one half 
of them had taken place in the last fifty years; that the 
number of private banks had fallen from thirty-seven to 
six since 1891, and the number of English joint-stock 
banks from 106 to thirty-four in the same period; and 
that, of late, amalgamations had changed their type and 
consisted no longer in the absorption of a local bank by a 
larger and more widely spread joint-stock bank, but in 
the union of two joint-stock banks, both already possess- 
ing large funds and branches spread over a wide area. 
The committee alluded to the convenience and gain to 
trade secured by an extension of bank areas. Part of 
their report must also be taken to mean that the re- 
organization of much British industry on a trust basis 
probably made banking amalgamation more or less 
inevitable. 

The objections of business men and others were 
directed to the writing down of bank capital ; the dangers 
of reduced competition, on which strong representations 
were made by the Stock Exchange and the money 
market; and the threat of monopoly. But the substance 
of this report, which British bankers either ignore or try 
to minimize when they discuss Labour criticism of the 
banking system, lay in the committee’s unanimous 
statement that “‘any approach to a banking combine or 
money trust, by this or any other means, would un- 
doubtedly cause great apprehension to all classes of the 
community, and give rise to a demand for nationalizing 
the bank trade. Such a combine would mean that the 
financial safety of the country, and the interest of in- 
dividual depositors and traders, would be placed in the 
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hands of a few individuals, who would naturally operate 
mainly in the interests of the shareholders. Moreover, 
the position of the Bank of England—which would, it 
may be assumed, stand outside any such trust—would 
be seriously undermined by so overwhelming a combina- 
tion, and the Bank might find it extremely difficult to 
carry out its important duties as supporter and regulator 
of the money market. Any such result would, in our 
opinion, be a grave menace to the public interest. Fur- 
ther, it has been represented to us that the Government 
of the day might not find it easy to adopt a course of 
which the combine, for its own reasons, disapproved. 
While we believe that there is at present no idea of a 
money trust, it appears to us not altogether impossible 
that circumstances might produce something approaching 
to it at a comparatively early date. We are forced to the 
conclusion that the possible dangers resulting from 
further large amalgamations are material enough to 
outweigh the arguments against Government interference, 
and that in view of the exceptional extent to which the 
interests of the whole community depend on banking 
arrangements some measure of Government control is 
essential.”” In this view the committee was supported 
by the Association of Chambers of Commerce, which 
will not be suspected of Socialistic bias. The committee 
recommended that in future the prior approval of the 
Government be obtained before amalgamations took 
place; that such approval should extend to interlocking 
directorships; and even to proposals which would in 
effect alter the status of a bank as regards its separate 
entity and control. 

To give effect to the recommendations of the committee 
the Chancellor of the Exchequer in the Coalition Govern- 
ment introduced a Bill in 1919, but several bankers 
immediately gave notice of motion for its rejection, and 
the Bill was dropped. But the practical point for the 
British public is that this large-scale amalgamation of 
the joint-stock banks has not been arrested. On the 
contrary it has extended to Scotland. More of the smaller 
institutions have been swallowed up. Working as they 
must, in collaboration with the Bank of England, abuse 
of strength is not suggested. But their resources and 










































LABOUR AND BRITISH BANKING 67 


influence are enormous, and Labour definitely takes the 
view that it is not in the public interest that there should 
be such concentration of financial power. In common 
with the proposals it would apply to other industry which 
is now definitely combine and trust, it would make this 
amalgamated banking part of a publicly-owned and con- 
trolled banking system. Mere Treasury or Government 
permission for further federation is insufficient; for the 
conditions visualized by this representative committee, 
which did not contain one Socialist, have come 
appreciably nearer. But side by side with this change 
Labour would develop co-operative banking, encourage 
the wider establishment of municipal banks, and 
extend the savings bank system which, as is well 
known,-is already completely regulated under Act of 
Parliament, and in investment confined to Government 
securities. 

Thirdly, it is necessary to notice the growth of subsidy 
and credit, which even now British taxpayers are placing 
at the disposal of privately-owned industry and com- 
merce. For years, in the legislation affecting local rates, 
the people have given a virtual subsidy to privately- 
run agriculture ; that is true also of other industries which 
for various reasons enjoy either differential rating or 
taxation. Recent Governments have given a direct 
subsidy to the cultivation of beet sugar, the industry 
being privately run. There is a dramatic revival of the 
subsidy to coal. In export credits the State may guaran- 
tee mercantile bills, for a small premium in proportion 
to risk, up to £26,000,000. Under the Trade Facilities 
Acts it may guarantee as to principal and interest, or 
either, capital expenditure by private firms, designed to 
provide employment, up to £65,000,000. In the last case 
it is plain that the existence of that State guarantee has 
enabled the private promoters to obtain the capital in 
the open market on terms easier than would have been 
the case in the absence of guarantee. The difference is 
the measure of the benefit which the taxpayers, or the 
State, have conferred upon important sections of British 
industry. Now it is recognized that, in the aggregate, 
subsidy, whether direct or in the form of differential 
rating or taxation, and guarantee touch only a portion 
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of British industry and commerce, and that the over- 
whelming part is otherwise covered. But this State 
assistance is extending; many of the present guarantees 
are for long periods; and if unemployment continues 
there is not the least doubt that some Government will 
be driven to amplification of the method rather than con- 
tinue to pay scores of millions in unemployment benefit 
for no kind of capital benefit whatever. Small wonder 
that taxpayers are asking whether, if their credit is to be 
pledged in this way, they have any part in the ownership 
of the assets they are helping to create. At present they 
have none. On most of the concerns which are assisted 
thay have not even a representative. No business man 
would give his guarantee on such terms. Even if it is 
recognized that the main object is to provide employment, 
the State has no right to give substantial gifts from the 
resources of the people without definite power or owner- 
ship secured to them. If Parliamentary members are 
the trustees of the people’s possessions, this is a sphere in 
which the doctrine might be applied. 

In the necessarily narrow limits of this argument it is 
impossible to review the objections which are offered by 
bankers and others to State banking in any shape or 
form. Substantially they are the objections offered to 
all forms of public ownership. But Labour builds upon 
the fact that there is before the country to-day no prac- 
tical alternative to a developed trust system in industry— 
which not even individualists regard as a tolerable solu- 
tion—but a democratic public ownership, in which 
insistence on industrial efficiency is essential. No Labour 
thinker minimizes the difficulties; but he is entitled to 
ask the nation whether the difficulties of the existing 
system are not greater. In substance, banking does not 
present problems greater than those of other enterprises 
in the State; on the contrary, there are many who con- 
tend that working, as it does, in terms of fundamental 
statute, bound, as it is, to the Treasury and the Bank 
of England, and dependent, as it must be, on the broad 
back of the State in times of crisis, it will lend itself 
much more readily to that economic transition which 
may be in the near future the definite policy of a majority 
of the British people. 
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PART from the British Empire itself, there is no 
A country or group of countries in the development 
of which British capital has been so intimately 
concerned as it has been in South America. British 
enterprise was quick to see the enormous opportunities 
which South America offered to those who would be 
willing to sink their capital and their labour and would 
not be insistent upon a too early return for their 
investment. The pioneers have long since passed away, 
but tangible evidence of their labours remains in the 
high standard of development attained by the agri- 
cultural and pastoral industries, and in the transport 
systems which, in the first place, made possible the 
establishment of such industries on so large a scale, and, 
in the second, have so consistently ministered to their 
growth. Another important factor has been the develop- 
ment of the banking system on sound lines, and, in this 
direction, British banks may fairly claim to have played 
a not unimportant part, working in conjunction with the 
national institutions of the individual countries. 
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Despite the difficulties which faced British banks 
during the war years, and the growth of competition to a 
degree of extreme keenness, they have successfully 
maintained their premier position among the “foreign”’ 
institutions operating in South America, and this without 
sacrificing the sound principles upon which their business 
has been built up. Each of the original British banks was 
inaugurated with the idea of operating within a certain 
territory, and, although they have since widely extended 
their operations, they still remain, after more than half a 
century of banking, as distinctly British as when they 
were first established. Jn recent years, South American 
banking under British auspices has been marked by a 
policy of amalgamation, and, at the present time, there 
are two main groups, namely, the Bank of London and 
South America—which was constituted by an amalgama- 
tion of the London and Brazilian Bank with the London 
and River Plate Bank—and the Anglo-South American 
Bank group, comprising the controlling institution and 
its two affiliations, the British Bank of South America 
and the Commercial Bank of Spanish America. 

The South American business of the United States 
banks was largely of war-time growth, for it was, I believe, 
only after the passage of the Federal Reserve Act in 


November, 1914, that any banking organization under | 


the National Bank Act of the United States was enabled 
to establish branches abroad. Aided by the considerable 
diversion of trade from its former channels consequent 
upon the European war, the American banks, notably the 
National City Bank of New York, embarked upon a 
vigorous policy of expansion abroad, especially in Latin 
America. 

Trading relations between North and South America 
have been drawn still closer by means of the notable 
expansion which has taken place in late years in the 
ramifications of Canadian banks throughout Latin 
America, and a recent important development in this 
respect was the acquirement by the Royal Bank of 
Canada of the business of the Bank of Central and South 
America, formerly capitalized from New York. 

In addition to the English, Canadian, and American 
institutions, there are now established in South America 
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banks representative of nearly all countries of the Old 
World, which receive direct support from the colonies of 
their respective nationals. Among the first and most 
vigorous competitors to British banks to appear in the 
past were the German institutions, the Deutsche Uber- 
seeische Bank being founded in 1886, and the Deutsch 
Sudamerikanische Bank in 1906. There are also now 
many important banks capitalized from France, Belgium, 
Holland, Portugal, and Scandinavia; whilst the Italian 
banks adequately serve the needs of the extensive Italian 
colonies. Japan is represented by the Yokohama Specie 
Bank, and the Banco Yugo-Slavo de Chile was founded 
in Patagonia in 1918 to cater for the Yugo-Slav colony, 
which is very numerous and important in that region. 
Considerations of space forbid a detailed account of 
the history of the various native institutions of Argentina 
and of the vicissitudes which have marked the financial 
evolution of the country. Argentina’s first native bank 
was established in 1822, under the title of the Banco de 
Buenos Aires, which issued the first series of notes. Four 
vears after its inauguration it was reconstituted under the 
title of the Bank of the United Provinces of the River 
Plate, and at the present day is well known as the Banco 
de la Provincia de Buenos Aires, its functions as an official 
bank being now confined to the Province of Buenos Aires. 
The institution which now acts as fiscal agent to the 
Government is the Banco de la Nacion, which was estab- 
lished in 1891, following upon the great financial crisis in 
the Republic in the preceding year, and, despite the 
tremendous difficulties facing it at that time, it developed 
in a remarkable manner, and to-day occupies a paramount 
position in the Republic. Notwithstanding its official 
relations with the Government, the autonomy of the 
Banco de la Nacion has always been respected, and it is 
not restricted in any way as regards its ordinary com- 
mercial banking business, which has been carried on in 
competition with the private banks and with distinct 
benefit to the country generally. There are several other 
important domestic banks which play their due part in 
the country’s financial operations. Certain of these— 
such as the Banco Espanol del Rio de la Plata, and the 
Banco de Italia y Rio de la Plata—although bearing titles 
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indicative of foreign ownership, are in reality Argentine 
institutions. 

Of all the South American countries, Argentina is 
doubtless the best served from the banking point of view. 
The Provinces whose natural outlet is the River Plate 
constitute the most fertile and highly prosperous section 
of South America, so that a large proportion of the wealth 
and population of the Continent is concentrated in this 
region, and about forty banking institutions, national and 
foreign, have offices or branches in Buenos Aires. The 
connection between British banking and the Argentine 
Republic is of very old standing, England, in fact, having 
been partly responsible for the introduction of banking 
principles into Argentina over a century ago. 

In Brazil there are a number of important native 
banks which devote themselves to local business, but the 
Bank of Brazil, in which the Government has a large 
interest, having been made responsible for the country’s 
note issue, has, in recent years, played a very important 
part in the exchange market, and enjoyed privileges not 
accorded to other institutions. Possessed though Brazil 
is of immense natural wealth, the great distances and the 
comparative scarcity of transport facilities militate 
against its realization, and, to overcome this, the intro- 
duction of capital in considerable volume is necessary. 
If capital is to be attracted, permanent stable conditions 
must be attained, and it would appear that the authorities 
in Brazil are now fully aware of this fact. Towards the 
end of 1923, an official invitation was extended to a 
Committee of British experts to visit Brazil to make 
a thorough study on the spot of the economic situation 
there. The Report of this Committee contained proposals 
under forty-three headings, embodying the generally- 
accepted principles of sound finance. In the main, the 
Report urged the necessity for reform of the budgetary 
procedure and the establishment of financial equilibrium, 
the reduction of inconvertible currency, dissociation of the 
Bank of Brazil from the influence of politics, and the sale 
of the Federal Government’s interest in railways and 
shipping lines, while various other suggestions were made 
for the solution of the country’s more pressing economic 
problems. 
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The present Government of Brazil is making strenuous 
efforts to adopt these recommendations. An Economy Com- 
mittee has been set up, and the principle of the extension 
of direct taxation adopted, as well as that of the taxation 
of agriculture. The authorities appear to be making their 
best endeavours to reduce national expenditure and stop 
leakages of public money. In addition, considerable 
progress has been made in the direction of rectifying the 
inflated condition of the note circulation, and the efforts 
of the Government to bring about a recovery in the 
external value of the currency have recently borne fruit, 
the sterling value of the milreis having reached 732d. 
in October, 1925, being the highest level recorded since 
May 1922. 

The association of British banking interests with Brazil 
has extended over sixty years, and, during that time, the 
banks have taken their full share in the development of 
the country, actively fostering its external trade, and 
particularly devoting their energies to the provision of 
banking facilities for the commercial community in the 
various centres where they have established branches. 
A quarter of a century elapsed before active competition 
appeared as a result of the advent of German banks, 
but later other European banks extended their operations 
to Brazil, particularly French, Belgian, Italian, and 
Dutch. As elsewhere in South America, the entry of 
United States banks was of comparatively recent date. 

In the past there has been no State Bank in Chile, 
but the various national banks play an important part 
in the development of the country’s agricultural and 
pastoral resources, as well as the vast mineral wealth 
which it possesses in the form of nitrate and copper 
deposits. Prominent among these is the Banco de Chile, 
which was founded in 1859 and has grown steadily in 
importance during the intervening sixty-six years. Other 
important Chilean institutions are the Banco Nacional 
and the Banco de A. Edwards y Cia. 

The first British institution to open in Chile was the 
Bank of Tarapaca and London, now known as the Anglo- 
South American Bank, which was formed primarily for 
the development of the all-important Chilean nitrate 
industry, and which, immediately after its establishment 
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in 1888, opened a branch in Iquique, the centre of that 
industry, and also at Valparaiso. The only other British 
bank in Chile, the Bank of London and South America, 
opened its first branch in the Republic at Valparaiso in 
1907. 
The tong association of English institutions with 
Chile has not been without its effect upon the general 
banking system, which very largely resembles the British, 
and particularly so in the use of the cheque, an instrument 
of credit which is actively employed throughout the 
country. In spite of this, however, Chile has found it 
possible to conduct its financial business without the 
intervention of a bankers’ clearing house, the interchange 
of cheque payments being effected somewhat after the 
manner followed in England before the establishment of 
the London Bankers’ Clearing House a century and 
half ago. The introduction of more modern methods is, 
however, imminent, owing to the recent adoption of new 
legislation whereby there will be established in Chile a 
central banking institution, to be known as the Banco 
Central de Chile. This institution will commence 
operations early this year. It will have the sole right to 
issue currency notes, and will proceed to replace the 
present notes in circulation by a new paper currency 
having a gold parity of 6d. per peso, instead of 18d. as 
hitherto. The new parity will doubtless be satisfactory 
to the majority of interested parties, provided, as is 
confidently anticipated, that stability is maintained on 
the new basis. An important function of the Banco 
Central de Chile will be to conduct rediscount operations 
on behalf of shareholding banks, and the banking industry 
as a whole should derive increased liquidity therefrom. 
All banks in Chile, native and foreign, are obliged to take 
up shares in the new institution to the extent of ten per 
cent. of their individual capital and reserves employed 
in the country, whilst the Government is subscribing 
shares to an amount of 20,000,000 pesos out of a total 
nominal capital of 150,000,000 pesos. 

This tendency to adopt the principle of centralization 
of banking is by no means confined to Chile alone, but has 
been one of the outstanding features of recent years in 
the sphere of Latin-American finance. Thus, in Mexico, 
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similar steps have been taken to normalize and protect 
banking, there having been established on September 1 
last the Banco de Mexico, the bulk of the capital of which 
was subscribed by the Government. This institution will 
have sole charge of a note issue substantially backed by 
gold, whilst, as in the case of the Banco Central de Chile, 
shareholding banks may effect rediscounting operations 
therewith. However, the scope of the Mexican institution 
is apparently not so wide as the Chilean, as its notes will 
not constitute the whole of the national monetary 
circulation. In Peru and Colombia, also, central banking 
institutions have been established, the Banco de Reserva 
del Peru having been founded in June 1922, and the 
Banco de la Republica of Colombia in July 1923. The 
latest adherent to the principle is Ecuador, where there 
has just been decreed the constitution of the Banco 
Central del Ecuador. 

Further legislation designed to ensure the conduct of 
the business of banks on lines of prudence and safety has 
also been passed, or is pending, in one or two of the more 
important South American States. Thus, Chile has 
adopted, in addition to the Banco Central project, a 
General Banking Law, which affords the Government 
the right to exercise inspection into the conduct of 
business of all banks. A notable feature of this law is 
that every banking institution in Chile must maintain 
a minimum cash reserve equivalent to twenty per cent. 
of its demand deposits there. Similar legislation accom- 
panied the establishment of the Central Bank in Colombia 
in 1923. In Argentina, a law with somewhat similar 
objects has been drafted, and discussion thereon is 
included in the programme for the Extraordinary Session 
of Congress now sitting. In conclusion, I need hardly say 
that, whilst such legislation is, in principle, desirable as a 
general protection to depositors, British banks working 
in South America have consistently adhered to the 
traditional British policy of prudence in their operations, 
and, under any legislation designed to enforce liquidity, 
would not find themselves called upon to make any 
departure from their existing practice. 
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Joseph Caillaux 
La Situation Financiére 
de la France 


beaucoup plus simple qu’il ne parait, si on l’envisage 
sous son seul aspect technique! Complexe au 
contraire si on étudie le probleme comme il convient sous 
toutes ses faces, sous sa face politique, sous sa face 
psychologique ! 
Quelques chiffres—-j’en donnerai le moins possible— 
encadreront mes développements. 
La dette de la France d’abord : 300 milliards environ 
de francs-papier, se décomposant comme suit: 150 
milliards de dette consolidée, 50 milliards a peu prés de 
dette vis a vis de la Banque de la France et de diverses 
collectivités, 45 milliards de bons a court terme (bons a 


\ Y ASTE sujet que j’ai accepté de traiter! Plus simple, 


2 ans, a 6 ans, a Io ans, etc. .. .), 55 milliards de bons de la 
Défense Nationale (bons a I mois, a 3 mois, a 6 mois, a 
un an). 


Résumons: 150 milliards de dette d’Etat normale, 
représentée par des titres de rente, 50 milliards qui ne 
sont pas davantage exigibles, en revanche 100 milliards 
(45 + 55) de dettes qui viennent a échéance dans des délais 
plus ou moins rapprochés. 

En plus de ces dettes intérieures, la dette extérieure ! 
A combien se chiffre-t-elle ? Entre 30 et 40 milliards de 
francs-or, tout prés de 200 milliards de francs-papier 
aux cours du jour. 

Est-ce tout? Pas encore. La reconstitution des 
régions libérées n’est pas achevée. L’Etat devra dépenser 
20 milliards de francs-papier, plut6t plus que moins, pour 
indemniser complétement les sinistrés. 

Totaux effrayants, n’est-il pas vrai ? 

L’examen du budget ne rassure pas beaucoup plus. 

Le budget pour l’année a venir impliquera 36 milliards 
de dépenses dont plus de 22 milliards seront employés 
au service de la dette et des pensions. Ft, rien n’est 
prévu pour subvenir a la charge des dettes interalliées. 
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Et, il s’en faut de 4 milliards environ que le produit des 
impots suffise a couvrir les dépenses. 

Tableau sombre, on le voit. 

On se départ du pessimisme auquel on est tenté de 
céder quand on raisonne non plus sur des francs-papier 
mais sur des francs-or. 

A quoi équivaut la dette intérieure de 300 milliards 
de francs-papier ? a une dette de 60 milliards de francs-or. 

Que représente la charge en expectative de 20 milliards 
de francs-papier pour l’achévement des réparations ? un 
fardeau supplémentaire de 4 milliards de francs-or. 

Si bien que, abstraction faite des dettes interalliées, 
la dette totale de la France ne dépasse guére le double de 
ce qu'elle était avant la guerre (30 a 32 milliards de 
francs-or). 

Il reste sans doute les terribles créances dont nos 
alliés d’hier disposent sur nous. Mais, nous pouvons 
placer en regard l’indemnité qui nous est die par |’Alle- 
magne et qui nous vaudra, si les promesses qui nous ont 
été faites sont tenues, des versements approximatifs, 
tous frais déduits, de 1,200 millions de _ francs-or 
a partir de 1930. 

C’est la cependant le chapitre le plus inquiétant, 
comme nous le montrerons. 

Beaucoup plus inquiétant que le budget dont I’ équilibre 
sera assuré le jour ott on fera rentrer 8 a g milliards de 
francs-or d’‘impoéts équivalant a 36 milliards de francs- 
papier. Il s’en faut de 1 milliard de francs-or seulement 
que ce résultat soit atteint. 

Donc, les solutions ne paraissent pas bien compliquées. 

En accroissant les impdéts de 1 milliard de francs-or 
on balance le budget et on dote plus amplement I’amortisse- 
ment de la dette. En stabilisant le franc-papier sur la 
base du cours actuel de la livre sterling, en organisant, 
selon des formules connues, une caisse de conversion pour 
les changes extérieurs, en revenant, pour tout dire, a 
la monnaie d'or, on régularise la situation monétaire. 

Tout cela fait, le navire de la France, suivant une 
image dont j’ai souvent usé, navigue en mer libre. 

Pourquoi ne léve-t-on pas l’ancre ? 

Pourquoi ? parce qu’il y a des obstacles. Deux prin- 
cipaux: on se heurte a des difficultés de politique in- 
térieure considérables—on n’a pu encore parvenir a un 
réglement des dettes interalliées. 









































eR 





° 





LA SITUATION FINANCIERE DE LA FRANCE 79 


Je vais aborder la partie la plus délicate de mon 
exposé dont je ne me dissimule pas qu’il sera, sur certains 
points, inattendu pour mes lecteurs anglais. 

Oserai-je leur demander de me préter toute leur 


attention ? 
* * x * * 


Chacun sait que, aux élections générales du 11 Mai, 
1924, les partis de droite et du centre réunis sous le 
vocable de “Bloc National” ont été battus par les 
radicaux et par les socialistes qui avaient formé le “ Bloc 
des Gauches.”’ 

On a longuement ratiociné sur les causes de ce change- 
ment de front. Les hommes politiques vaincus, en 
téte M. Poincaré, ont prétendu qu’il était imputable au 
mécontentement causé dans le pays par un accroissement 
récent des impots ete. La vérité est toute 
autre: la France, qui vote toujours “contre” et non 
“pour’’ quelque chose, a voté “contre” la _ politique 
d’aventures a l’extérieur que symbolisaient l’expédition 
de la Ruhr et le nom méme de M. Poincaré. C’est 
“contre’’ M. Poincaré, “‘contre’’ sa politique, “‘contre”’ 
les tendances qu’a tort ou a raison on lui prétait, “‘contre’”’ 
toutes éventualités de guerre que le peuple frangais s'est 
prononcé. 

Cependant les partis de gauche, ne mesurant pas 
combien était impopulaire l’ancien Président de la 
République, n’ayant pas, ainsi qu’il advient souvent en 
politique, le sentiment de leur force, ne s’étaient pas 
uniquement attachés, au cours de la campagne électorale, 
a faire le procés du nationalisme, de ses féaux et de leurs 
entreprises. Cela leur eit suffi pour triompher. IIs y 
avaient ajouté une critique véhémente des méthodes qui 
avaient prévalu dans |’administration financiére au cours 
des années qui avaient suivi la guerre. Ils avaient 
montré l’abus des emprunts, l’importance et la multi- 
plicité des déficits budgétaires. Et, ce faisant, ils avaient 
parlé d’or. 

La pente naturelle de l’esprit humain les avait, en 
suite de leurs exposés, conduits, non partout, mais dans 
beaucoup de colléges électoraux, 4 promettre a ceux qui 
devaient les élire non seulement l’ordre dans les finances 
mais la réduction sinon la suppression des impéts les 
plus lourds. Ils s’étaient encore engagés a améliorer la 
situation des fonctionnaires qui, 4 dire vrai, re¢evaient 
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dans beaucoup de cas—et recoivent souvent encore hélas ! 
une rémunération inférieure a leurs besoins. 

Tout cela n’avait rien de bien surprenant. Dans tous 
les pavs du monde, j’imagine, les candidats aux fonctions 
électives ne sont pas avares de promesses. Ceux qui 
affrontaient la lutte électorale dans mon pays en 1924 
étaient d’autant plus excusables de se laisser aller que, 
a part quelques initiés, un petit nombre d’entre eux. 
soupconnaient la gravité et l’étendue du péril financier, 
soigneusement masqué par les gens du Bloc National a 
l’aide de subterfuges divers: dissimulation de dépenses 
retranchées du budget ordinaire pour étre placées dans 
des comptes a part, assurances distribuées de versements 
gigantesques a attendre de |’Allemagne, d’une annulation 
certaine des dettes interalliées. 

La seule faute—encore serait-il aisé d’y trouver des 
excuses—qu’on puisse reprocher non pas au parti auquel 
j'appartiens mais a ceux qui, a la suite des élections, le 
représentérent au gouvernement, fut de n’avoir pas, dés 
le lendemain de leur investiture, établi le bilan financier 
de la France. 

En tardant, en ne disant pas hautement la vérité, ils 
prolongérent les illusions. Ils engagérent les députés 
nouvellement élus a considérer que tout s’arrangerait 
aisément, que l’on pouvair réaliser et répéter les promesses 
trop rapidement faites. 

Quant, une année écoulée, il fallut, bon gré mal gré, 
se rendre aux tristes évidences, les parlementaires se 
trouvaient dans une situation beaucoup plus difficile 
qu’au lendemain des élections. II leur eit été facile en 
Juin ou Juillet 1924 de se tourner vers leurs commettants 
et de leur dire: ‘‘Nous ne connaissions pas le véritable 
état de choses quand vous nous avez nommés. Main- 
tenant que nous savons, non seulement nous ne pouvons 
voter des réductions d’impots ou des augmentations trop 
accusées de dépenses, il nous faudra a notre regret 
accroitre la taxation.”’ 

En Mai 1925, ils étaient embarrassés pour tenir ce 
langage. 

Et, lorsque, a cette date, un Ministre des Finances— 
le signataire de ces lignes—vint réclamer du parlement le 
vote de 4 milliards d’impots nouveaux (francs-papier), il 
se heurta 4 une opposition qui n’a pas encore fléchi. 

Elle disparaitra sans doute, mais le retard apporté 
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dans l’augmentation nécessaire de la taxation a été sin- 
guliérement préjudiciable au pays. 

Autre difficulté, politique également, plus grave encore: 

J’ai indiqué que la dette publique comprenait des 
engagements a court terme pour une somme de cent 
milliards environ. Sous le régne du Bloc National les 
porteurs de ces divers bons renouvelaient leurs titres assez 
réguli¢rement quand ils venaient a échéance. 

La situation se modifia par degrés quelques mois aprés 
les élections de 1924. Les remboursements de bons a 
court terme commencérent a excéder les placements. 

Pourquoi ? pas de mouvement économique sensible. 
Aucune explication sérieuse 4 découvrir de ce cété. La 
politique fournit les raisons de cette brusque volte-face. 
Les adversaires du parti vainqueur aux élections en 
combattant aprement, en exploitant les imprudences, 
dans les actes et dans le langage, commises par les triom- 
phateurs ont, contre leur gré je veux bien l’admettre, 
alarmé les capitalistes qui détenaient des titres a court 
terme. 

Ceux-ci, éprouvaient déja, pour le Bloc des Gauches, 
des sentiments dénués de bienveillance. Comme le re- 
marqua, me parlant a l’oreille, un député socialiste, non 
des moindres : “‘ Nous avons eu le 11 Mai 1924 la majorité 
des électeurs. Nous n’avons pas eu—lion de 1a, je le 
crains bien—la majorité parmi les porteurs de bons du 
Trésor.”’ 

Les prédispositions des bailleurs de fonds accentuées 
par les campagnes de presse, par l’agitation cléricale qui 
sévit au commencement de 1924 aboutirent a des 
retraits qui bouleversérent la Trésorerie. 

Que faire ? deux moyens seulement de parer défini- 
tivement au péril : la consolidation ou ce qu’on a appelé, 
a tort a notre sens, |’inflation. 

La consolidation ? mesure d’une gravité inouie, im- 
pliquant un manquement de |’Etat a ses engagements, 
grosse de dangers de toute sorte. 

M. Painlevé, quand il fut Ministre des Finances 
pendant 23 ou 24 jours, voulut la tenter . . . partielle- 
ment. La Chambre des Députés refusa de le suivre. 

L’inflation ? qu’est-ce a dire? C’est a dire que, pour 
satisfaire aux contrats passés avec les porteurs de Bons, 
pour les rembourser a l’échéance, |’Etat fait fabriquer et 
met en circulation de nouveaux billets de la Banque de 
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France. On n’apercgoit pas trop comment on peut 
accoler a cette opération le terme d’inflation puisqu’il 
n’y a inflation a proprement parler que quand il y a 
accroissement du total des engagements de 1’Etat et que, 
dans l’espéce, il s’agit d’une novation de créance: on 
remplace purement et simplement des Bons a échéance 
rapprochée, qui souvent font office de monnaie dans les 
transactions, par des billets de banque. 

Tout ce dont on peut arguer c’est que, si les Bons a 
court terme, notamment les Bons de la Défense Nationale 
représentent, comme il a été souvent dit, des billets 
de banque avec intéréts, ils n’ont pas la méme vitesse de 
circulation que les billets de banque ordinaires. Ainsi, 
poursuit-on, la substitution de billets de la Banque de 
France aux Bons sur le Trésor accroit le volume de la 
circulation monétaire et détermine une hausse des prix. 

Il y a une part de vérité dans ces allégations, une part 
seulement. Mais le moyen de procéder autrement, le 
moyen d’éviter le recours temporaire a la Banque d’ Emis- 
sion—je dis “temporaire” car, au fur et a mesure que 
capitalistes reprendront le chemin des guichets du Trésor, 
on pourra, en plagant a nouveau des Bons ou de pré- 
férence des rentes consolidées, racheter les billets émis ? 
Le moyen? je le répéte. Comme l’a justement observé 
M. Maynard Keynes dans une lettre qu’il a récemment 
écrite, la faute a été commise lorsque des gouvernements 
imprévoyants ont multiplié a profusion les engagements 
acourt terme. I] n’est aujourd’hui d’autre méthode pour 
se dégager que de recourir a la Banque de France. 

Cependant, les gouvernements et le Parlement 
hésitent. Les socialistes mordus par la tarentule du 
prélévement sur le capital dont ils s’obstinent a ne 
pas apercevoir qu’il est impraticable et qu’au surplus 
il n’apporterait aucun soulagement immédiat a la 
Trésorerie, entendent barrer la route a la prétendue 
inflation. Il sont soutenus par quelques financiers, par 
un financier tout au moins, a courte vue ou trop avisés. 

Certes, la logique finira par l’emporter. La crise de 
Trésorerie, qui parait d’ailleurs en voie de s’atténuer, se 
résoudra conformément au bon sens qui recouvre toujours 
ses droits. 

Quand on sera sorti du mauvais défilé, quand on aura 
du méme coup équilibré le budget, on se trouvera en 
situation de réaliser la grande opération monétaire. A 
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une condition toutefois ? c’est que le probléme des dettes 
interalliées soit résolu. 
* * * * * 

Grave question que celle :la non seulemént pour 
l'avenir de la France mais pour l’avenir de l'Europe ! 

Je prétends, moi, que, tant qu'il existera des 
entrecroisements de dettes obligeant a des transferts de 
peuple a peuple, il n’y aura pas de stabilité économique 
dans le monde. Je prétends que l’économie des pays de 
l’ancien continent sera a la merci d’un coup de vent. Je 
prétends qu’il n’est qu’une formule de vie: passer 
l’éponge sur l’ardoise des engagements réciproques. 

Je sais qu’en Angleterre, on partage ces vues. La 
Grande Bretagne, fidéle aux traditions de générosité 
dont son histoire offre de multiples exemples, ne réclame 
a ses ennemis et a ses alliés de la veille que la somme 
nécessaire pour couvrir l’annuité que les Etats-Unis 
lobligent 4 verser. J’ai discuté, il y a quelques mois, a 
Londres, non ce principe qui est de toute équité mais 
importance de la contribution frangaise et je tiens a dire 
ici que, si mon éminent contradicteur M. Winston 
Churchill défendit aprement les intéréts de son pays 
comme cela est fort naturel, je trouvai chez lui, comme 
chez ses collaborateurs, le plus large esprit de compré- 
hension et le plus vif désir de conciliation. 

L’affaire aurait été réglée si j’avais pu conclure avec 
l’Amérique. 

Je m’y suis vainement efforcé. 

Sans doute m’a-t-on concédé a Washington, sous 
forme de réduction du taux de l’intérét, un abaissement 
appréciable de la dette, insuffisant cependant. Sans 
doute a-t-on accordé que l’annuité a la charge de la 
France ne devrait excéder sa capacité de paiement. 
Mais, on a trouvé que je sous-estimais cette capacité. 
On a admis que mon pays était actuellement en situation 
difficile mais on m/’a prédit qu’un splendide avenir 
économique lui était réservé, 4 ce point splendide qu’il 
pourrait dans un petit nombre d’années remettre des 
sommes colosales aux Etats-Unis. 

Je n’ai pu souscrire aux conditions qui m’étaient 
proposées et dont il m’apparaissait qu’elles étaient trop 
lourdes pour la France, qu’elles risquaient de l’enchainer 
en méme temps que toute l'Europe. Je me suis souvenu 
de la pittoresque prédiction d’un journal tchéco-slovaque : 
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“L’ancien continent est en train de devenir une prison 
pour dettes sur la plus haute tour de laquelle flotte la 
banniére étoilée.”’ 

Eussé-je voulu traiter sur les bases qui m’étaient 
offertes, l’opinion francaise ne me l’aurait pas permis. 

J’aurais déja rencontré les plus grandes difficultés 
pour faire approuver par le Parlement les propositions 
trés larges que j’avais formulées 4 Washington. 

Il ne manque pas, en effet, dans mon pays, d’hommes 
politiques pour soutenir la thése facile du non-paiement 
par la France de ses dettes de guerre. Et, si les nécessités 
de la vie d’un grand peuple commencent a étre apercues 
par ceux qui ne sont mus que par un patrictisme exalté, 
il en est d’autres, dont je ne conteste pas le patriotisme 
mais dont j’ai le droit de dire, sans leur fair tort, qu’ils 
font entrer d’autres considérations en ligne de compte. 
Ceux-la sont animés par les financiers dont je parlais, 
auxquels il parait sans doute qu'il y a tout avantage a 
ce que la France, tenue en vase clos, soit chasse gardée 


. a leur avantage. 

* * * * * 

Rien n’est insoluble, cependant. On le voit. 

Des progrés dans la psychologie frangaise! IIs 
adviendront, j’en suis sir. Des progrés dans psychologie 
américaine ! Ils ne peuvent pas ne pas se réaliser. Alors 
il sera aisé de venir a bout des principales difficultés que 
rencontre l’assainissement financier. 

Quiconque sait l’ardente volonté de vivre de mon pays 
entendra que la France ne peut manquer de remporter 
la plus difficile des victoires, la victoire sur elle-méme, la 
victoire sur sa passion des solutions absolues, immédiates, 
la victoire sur un de ses défauts qui est l’envers d’une 
immense qualité, l’envers de la puissance d’économie, 
jentends parler de son culte de l’intérét particulier 
qu'elle pousse a un si haut degré qu’il lui en arrive 
d’oublier l’intérét général. 

La foi en elle-méme qu’elle démontrera en méme 
temps que sa volonté d’indépendance un peu farouche ne 
manqueront d’agir sur ses associés d’hier dont la mentalité 
finira par s’imprégner de cette grande doctrine énoncée 
il y a quelques siécles par le Cardinal de Richelieu: ‘On 
ne retient les peuples etrangers dans des alliances ou dans 
des amitiés utiles, quelque fort que l’on soit qu’en les 


traitant selon les régles de la justice et de la générosité.”’ 
JOSEPH CAILLAUX. 
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Bank Architecture 
By C. H. Reilly, F.R.I.B.A. 


Professor of Architecture in the University of Liverpool. 


N a sense it is obvious that there should be no such 
thing as special “‘bank architecture.’’ The forms of 
architectural expression of any nation or group of 

nations at any period should be all embracing. These 
forms should be capable of stretching from palaces to 
pigsties, and if so, clearly should include bank buildings 
in their scope. U nfortunately, for the last hundred years 
down to the last ten or so, none of the larger Western 
nations have had such a definite and real architecture. 
They have all alike moved from one revival of past 
forms to another. We ourselves have had neo-Grec, 
neo-Gothic, neo-Georgian, neo-Italian Renaissance, 
early, middle, and late, and consequently have had banks 
and every thing else, with the possible exception of 
churches, in all these so-called styles. Fortunately, at 
the present moment we do seem about to see the birth of 
a new and genuine style belonging to our own time and 
to none other. It is a style born, among other things, of 
steel construction, the desire to give expression to mass 
rather than to detail, to the need for economy of labour 
and materials, to the multiple use of buildings, whether 
as blocks of flats or of offices. Its general characteristic 
may be said to be its starkness, its grim truthfulness to 
the new needs and the new construction which have 
brought it into being. Starkness, however, is no bad 
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quality in architecture. It is to be found alike in all the 
vital styles, in Greek temples and Early Gothic naves. 
If, therefore, we may not rationally hope for a special 
brand of bank architecture, and if we realize that during 
the past period of revivals banks have only had an 
approximation to it by attracting to themselves certain 
rich symbols, like the carved Corinthian column and 
entablature, largely to their own detriment and to that 
of architecture as a whole; that is not to say that our 
big banks should not provide us with special types of 
building of immense interest owing to their requirements 
and to the resources at their disposal. This is where in 
point of fact American practice has parted company with 
our own. By calling into being the vast banking hall in 
all her big city banks she has brought about for herself.a 
much more definite type of bank building. By deliber- 
ately avoiding this fine feature on anything like the 
American scale our bank buildings as a whole do not 
differ materially from those for any other office purpose. 
They might be offices of insurance companies, land agents, 
or anything else. Perhaps this is due to the historical 
circumstances. Banking with us was till recent times in 
private hands, and the banker, like the merchant, lived 
over his place of business. We have still the case of 
Messrs. Hoare’s bank in Fleet Street—the best piece of 
architecture in that street—-where one of the junior 
partners, taking it in turns, always resides over the 
banking premises. The result may be, as in the case 
quoted, a nice quiet piece of architecture, but the building 
will have no particular characteristics as a bank building, 
nor will its solution as a problem in design make the special 
appeal it might do to our best architects. Perhaps, 
indeed, this is the reason why in England our best 
architects are not as a rule employed on bank buildings. 
The imaginative scope of the building is too small on 
the one hand to attract them, and on the other, for the 
bankers themselves to feel the need of calling in their 
services. Of course there are exceptions, such as the 
Midland Bank, employing Sir Edwin Lutyens, both for 
its Piccadilly branch and for its great new headquarters. 
This fact alone may alter the whole outlook in England 
towards bank buildings. If so, it is a very great step, 
because at the present time the big banks are the biggest 
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THE BANK OF ENGLAND 
Threadneedle Street Front from the Mansion House Steps 
From the design by Herbert Baker, A.R.A. 


builders in the country. Even, however, with the best 
architects at work on the big bank buildings in our cities, 
unless the great banking hall comes more prominently 
into existence it is a little difficult to see where the 
opportunity for the great architect will arise. 

On the other side of the Atlantic, whether in America 
or Canada, to design a big city bank is one of the finest 
things that can come to any architect. One can imagine 
the banker over there addressing his architect in some- 
thing like these terms: “It is my desire that everyone 
who ¢ enters this new building of ours, whether for business 
or pleasure, and [ include ‘the latter because I consider 
good architecture will interest the public, shall enter a 
stately hall, so restrained, dignified, and imposing that 
he shall feel that our bank is one of the greater institutions 
of the State, representing an aspect of life at least as 
important as any other.’ This may be an exaggerated 
notion of the value of banking to the community. It is 
not, however, one with which the architect is likely to 
quarrel. It is obvious, on the other hand, that it at once 
puts him on his mettle. With the resources a bank can 
command for realizing such an ideal it gives him one of 
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THE BANK OF ENGLAND 
View from the corner of King William Street 
From the design by Herbert Baker, A.R.A. 


the greatest opportunities present-day civilization pre- 
sents. No wonder, therefore, that the greatest architects 
in America are also the greatest bank architects ; men like 
York and Sawyer, who designed the Guaranty Trust 
building in Broadway and many another bank; 
McKim, Mead, and White, who, in addition to their uni- 
versities, clubs, and private residences, built the National 
City Bank ; Mr. Thomas Hastings, and many others. 

The great banking hall is, indeed, the essential 
feature of the American bank. Other departments to 
which the public as a whole have not access may be 
hidden away on other stories, but the hall is the centre 
of activity, the kernel of the building. Nothing is allowed 
to interfere with its dignity or to mar-its proportions. 
It is usually a simple rectangular apartment, like the 
cella of a Greek temple, with the lighting both natural and 
artificial carefully arranged to enhance the architecture. 
Within the limits of this hall apparently everything takes 
place. The manager, even the president and vice- 
presidents, sit at desks in the open. You see them across 
the heads of lesser officials. If you have to interview 
one of them you find yourself seated in a low armchair 
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beside his desk. But so great is the floor space available, 
even in Wall Street, and so lofty the apartment, that you 
are completely isolated. Open space in which one can 
see anyone approaching, it is realized, secures greater 
privacy than panelled rooms, where no one knows who 
is behind the door. In such a hall questions of super- 
vision become easy. The manager’s eye is everywhere. 
These are practical considerations. For the architect, 
however, the resulting simplicity—one great hall to 
be made as impressive as possible—offers a unique 
opportunity and a unique test. 

The result of giving the great opportunities these 
banking halls provide to the leading architects is that 
the banks of Broadway, New York, and of James Street, 
Montreal, form a series of architectural monuments for 
a comparison to which one has to go back to Italy of the 
Renaissance. Indeed, one passes from bank to bank in 
an architectural pilgrimage as one does in Italy from 
church to church. The service may be going on all the 
while in distant recesses, but one can wander about and 
enjoy the architecture whether one has business there or 
not. Is the hall of the Guaranty Trust building finer 
than that of the National City Bank ? It is a matter of 
public interest to be discussed in the clubs. The names 
of the architects are very generally known. Who cares 
among the general public in any English town whether 
Lloyds Bank or the Midland has the finer premises ? 
Whoever considers either to be a matter of the imagina- 
tion and of art, and consequently of public interest ? 
The fact is that American and Canadian bankers, like their 
railway men, have realized the psychological power of 
great architecture. The great terminal railway stations 
in New York permit no posters. The station buildings 
themselves, with their stately procession of halls, are the 
best advertisement. So it is with the banks. They have 
no need in America to hang up little framed notices 
giving in unrealizable millions the reserves of the bank. 
The solidity and dignity of the structure are more easily 
appreciated, and therefore for the purpose more effective 
evidence. 

If the finest architectural imagination is bestowed 
on the proportions and details of the great banking hall, 
the best craftsmanship, in a country which draws to 
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itself the best craftsmen of the world, is bestowed upon 
the details of bronze grilles, marble counters, seats, 
paving, and all the other furnishings. There is in conse- 
quence a general air of quietness and refinement which our 
banks, clinging to their polished mahogany and engraved 
plate glass, usually lack. It has been suggested that in 
vying with the public-houses for the corner sites in our 
towns our English banks have copied their methods. 
The same polished mahogany screens and the same plate 
glass divide the departments, only now they are called 
manager’s and sub-manager’s rooms instead of private 
and saloon bars. Of course, it may be argued that there 
is something similar in the two trades. Both have the 
same friendly basis and the little intricacies of intercourse 
which have to be cultivated in semi-privacy. That, 
however, is not the method of America. She has, indeed, 
abolished the saloons, but her banks do not attempt 
architecturally to fill their place. 

If, however, American banks have given great oppor- 
tunities to her architects in her chief towns it must be 
confessed the Americans have not been so successful as 
we have been, especially of late years, in their country 
districts. Too often one sees over there in a street of 
quiet brick or timber buildings some little upstart Ionic 
temple in glaring white marble as the village bank. On 
the whole, and, considering the way in which our English 
banks hand out their branch buildings to be designed by 
the score by the same architect or firm of architects, I 
think that we can congratulate ourselves that our country 
towns, which architecturally are now among our most 
cherished possessions, have escaped serious harm. In many 
cases there has been a very definite attempt to build 
not only soundly and staidly, but in harmony with the 
surroundings. On the other hand, one knows a provincial 
architect who recently boasted that he had one hundred 
and twenty bank buildings in various towns for the same 
bank on hand at the same time. No wonder he had 
standardized his work to an alarming extent, and that it 
was not only easy to tell his exteriors and interiors, but 
that they were all alike crude and harsh. Good architec- 
ture is a matter of high imagination, sensitive feeling, 
and delicate adjustments. Such things can never be 
bought in a wholesale manner even by a great bank. 








West Country Bankers of Pre- 
Amalgamation Days 
By Claude Luttrell 


Y experience of West Country banking goes 

M back to the days when amalgamation was in 

its infancy, and when only the small private 

banks were occasionally absorbed by banks like Stuckey’s 

and the Wilts and Dorset, both names to conjure with in 
the West of England. 

The directors and managers of Stuckey’s were mostly 
country gentlemen who attended to bank business on the 
days when they weren't hunting, shooting or conducting 
county work. It was the custom for the directors te be 
managers of the more important branches of the bank at 
a nominal salary, and, of course, the daily managerial 
duties were carried out by a joint- or assistant-manager. 

The following authentic story bears testimony to the 
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confidence which the name “Stuckey’s”’ inspired through- 
out the West Country: an old Somerset farmer was 
tendered a Bank of England note in exchange for his 
cheque; he looked at it suspiciously and then chucked 
it back over the counter to the cashier with the remark, 
““Ere, what’s this? Gie I Stuckey’s.”’ 

The man who was responsible for the prestige of 
Stuckey’s was undoubtedly Mr. Walter Bagehot, who was 
a neighbour of Mr. Stuckey at Langport; he was closely 
associated with the bank from its earliest days, and was 
an active director when it was merged into a joint stock 
company; his book, ‘‘Lombard Street,’”’ is a classic 
on banking matters, and it will not be out of place in 
this article to quote his opinion of private banks and 
their partners at the date of the publication of this 
book—1873. ’ 

In his chapter on “Private Banks,” Mr. Bagehot 
says: “I can imagine nothing better in theory or more 
successful in practice than private banks as they were in 
the beginning. A man of known wealth, known integrity, 
and known ability is largely entrusted with the money 
of his neighbours. The confidence is strictly personal. 
His neighbours know him and trust him because they 
know him. They see daily his manner of life, and judge 
from it that their confidence is deserved. 

‘‘In rural districts, and in former times, it was difficult 
for a man to ruin himself except at the place in which he 
lived: for the most part he spent his money there, and 
speculated there if he speculated at all. Those who lived 
there also would soon see if he was acting in a manner to 
shake their confidence. Even in large cities, as cities 
then were, it was possible for most persons to ascertain 
with fair certainty the real position of conspicuous 
persons, and to learn all that was material in fixing their 
credit. Accordingly the bankers who, for a long series 
of years, passed successfully this strict and continual 
investigation, became very wealthy and ‘very powerful. 
Banking is a watchful, but not a laborious trade. A 
banker, even in large business, can feel pretty sure that 
all his transactions are sound, and yet have much spare 
time. A certain part of his time, and a considerable part 
of his thoughts, he can readily devote to other pursuits. 
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‘“‘In the present day, private banking is exposed to a 
competition against which, in its origin, it had not to 
struggle; joint stock banking has begun to compete with 
it. In old times this was impossible: the Bank of 
England had a monopoly in banking of the principle of 
association. But now, large joint stock banks of deposit 
are among the most conspicuous banks in Lombard 
Street. They have a large paid-up capital and intelligible 
published accounts: they use these as an incessant 
advertisement, in a manner in which no individual can 
use his own wealth. By their increasing progress they 
effectually prevent the foundation of any new private 
bank. The amount of the present business of private 
banks is perfectly unknown. Their balance sheets are 
effective secrets—rigidly guarded. I confess I cannot, 
looking far forward into the future, expect that the 
smaller private bankers will maintain their ground. 
Their old connection will not leave them; there will be 
no fatal ruin, no sudden mortality, but the tide will 
quietly ebb, and the course of business will be carried 
elsewhere. 

‘‘ The detail of the business of a small private bank was 
moderate enough to be superintended effectually by the 
partners, but the detail of banking—the proportion of 
detail to the size of the bank—is everywhere increasing. 
The size of the private banks will have to augment if 
private banks are not to cease, and therefore the necessity 
of a good organization for detail is urgent. 

“If the bank grows, and simultaneously the detail 
grows in proportion to the bank, a frightful confusion is 
near unless care be taken. The only organization which 
I can imagine to be effective is that which exists in the 
antagonistic establishments. The great private banks 
will have, I believe, to appoint in some form or other, and 
under some name or other, some species of general 
manager who will watch, control and arrange the detail 
for them. The shape of the organization is immaterial ; 
each bank may have its own shape, but the man must be 
there. The true business of the private partners in such 
a bank is much that of the directors in a joint stock bank. 
They should form a permanent committee to consult 
with their general manager, to watch him, and to attend 
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to large loans and points of principle. A subsidiary 
advantage of this organization is that it would render 
the transition from private banking to joint stock banking 
easier, if that transition should be necessary. The one 
might merge in the other as convenience suggested and 
as events required.” 

No doubt, Mr. Stuckey was prompted by the advice of 
Mr. Bagehot to convert his private bank into a joint stock 
bank, and thus the foundation was laid of that most suc- 
cessful West Country bank—Stuckey’s Banking Co., Ltd. 

The directors of Stuckey’s, when I came into the bank, 
were mostly country gentlemen who took their sport 
quite as seriously as their banking. 

The chairman of the bank, Mr. Vincent Stuckey, kept 
a pack of harriers: he was a typical country banker and 
“an amazing popular man.”’ He had a kind word and a 
pleasant smile for all the bank’s customers, whether their 
accounts were in credit or overdrawn! This was quite 
contrary to the tradition of the banker of that date, who 
was generally supposed to beam at his customers who were 
on the right side of the ledger, and to scowl at the 
unfortunate customers who were on the debit side. 

When I had an interview with him before joining his 
bank, the first question he asked me was if I was fond of 
hunting, and when I assured him that I was passionately 
fond of it he promised me one day a week for hunting to 
start with and the prospect of two or even three days a 
week if I ‘‘made good” in his bank. 

Other directors of those days were Mr. Lethbridge, 
whose coverts were famous for the highest pheasants in 
the county, and who also rented one of the best parts of 
the Spey for salmon fishing. Colonel Goodden, who 
commanded the Dorset Yeomanry and was one of the 
chief supporters of the Blackmore Vale hunt; Sir Ian 
Amory, who is the present master of the Tiverton 
foxhounds, and in those days hunted his father’s harriers 
and, later, his staghounds; Colonel Batten who was, 
and still is, a keen supporter of the Cattistock hunt as 
well as an enthusiastic shooting man; Major Boyle, a 
brother of the Lord Cork of that date, with the reputation 
of a first-class shot; Mr. Digby, a brother of the late 
Lord Digby, whose family has always been the mainstay 
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of the Cattistock Hunt. Mr. Digby was reported to have 
laid it down that the ideal life for a man was to hunt 
three days a week and to bank the other three days, and, 
though in my young days I thought he was mad not to 
lay down six days a week hunting as the ideal life, I have 
lived long enough to realize that you enjoy your sport 
much more if you have earned it by attending to business 
or county work for at least half the days of the week. 

I don’t wish it to be inferred that Stuckey’s had the 
monopoly of sporting bankers in the West Country : 
bankers in Devon and Cornwall could also boast of 
combining business with sport. Mr. Bolitho, whose bank 
was taken over by Barclays, was, at the date of his death 
last autumn, the oldest master of hounds in England. 
For many years I' had the pleasure of meeting him 
staghunting on Exmoor—a sport which he always 
enjoyed in August and September before his own hounds 
had begun cubhunting. 

I am quite convinced that the banker who was known 
to be a good sportsman in the West Country was a great 
asset to his bank. I have always tried to persuade myself 
that this was the case also “‘up the country,” but the only 
positive proof I can call to mind was when a wealthy 
customer of a rival bank came up to me when I was 
hunting with the Duke of Beaufort’s hounds and said he 
should transfer his account to my bank as I always had 
two horses out while his banker was only a one-horse man ! 

The following incident, I must admit, shows that the 
hunting manager is not invariably an asset to his bank. 
My old friend, Hugh Clutterbuck, was a partner in the 
Old Bank, Bath, and his colleagues thought it would be 
to the interest of the bank if he accepted the Mastership 
of the Bath and County Harriers. He proved a most 
popular Master and a very scientific huntsman, but a 
tragedy occurred one day; hounds had met about four 
miles from Newton Park where the late Lord Temple was 
entertaining a large party for shooting the home coverts, 
a fact which he had taken the precaution to intimate 
to Hugh Clutterbuck so as to avoid any possibility of 
hounds running into his coverts. As bad luck would 
have it, a perverse but straight-necked hare, which 
hounds moved near the meet, made a bee-line for Newton 
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Park. There was a screaming scent and hounds ran 
clean away from the Hunt staff. This perverse hare 
chose as her sanctuary the covert to which the guns were 
proceeding to take up their positions in anticipation of 
the “‘big rise” of the day. This covert was literally 
crawling with pheasants and hares, so when the hounds 
entered it they fairly raised Bedlam and, of course, they 
couldn’t be induced to leave it till every bit of fur and 
feather had been scared out of it. The Master very wisely 
kept out of hailing distance of the irate host, and deputed 
one of his bank lieutenants to approach his lordship with 
explanations and apologies. After this untoward event 
the bank’s auditors were, no doubt, justified in in- 
sisting on the harriers being transferred from the assets 
to the liabilities side of the balance sheet. 

As an illustration of the personal touch in banking at 
that date, the following incident throws some light. The 
manager of a small country bank was very fond of shooting, 
and he rented the shooting over some farms which 
included a few fields rented by a small dairyman. This 
man found himself on his beam ends as the result of those 
disastrous years culminating in ’79; he approached the 
bank manager with a view to a loan to keep his head 
above water, but he had no security to offer, and he 
confessed that he was at the end of his tether. In a fit 
of quite unwarranted generosity the manager granted him 
a loan of £70. This was the turning point in the dairy- 
man’s fortunes, times began to mend, the loan was duly 
repaid, and that man eventually found himself in the 
position to purchase a very 
and to set up his five sons in good farms where they are 
all prospering; of course this action of the bank manager 
could not be justified from the strictly banking point of 
view, and in these days of close supervision by the 
banks’ Head Office Officials a scathing letter would have 
resulted, but naturally the man never forgot to bless the 
bank and its manager who had saved him from reverting 
to a farm labourer and had been the means of converting 
him into a highly prosperous farmer. 

It was some thirty years after his financial crisis that 
this man told me the story and showed me his old pass book 
with the entry of the loan which had proved his salvation. 

G2 
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ON the last day of 1925 Mr. Gaspard Farrer retired from 
the house of Baring Brothers and Company with which 

he had been associated for more than a 
wn, Cuan quarter of a century. On leaving the City 

of London and its cares and its businesses 
he carries with him the respect and affection of all who 
honour its ancient and generous traditions. The 
influence he exercised over the greater affairs of the City 
and the multifarious services which he rendered to the 
State were most diligently depreciated or concealed by 
Mr. Farrer. But the qualities of character, industry, 
courage, and the warm human sympathies of this rare 
and remarkable man will be long remembered with grati- 
tude by those who worked with him, or in his service, 
and by the many others whom he so greatly helped. 


Now that the annual bank dividend and _ profit 
statements are beginning to make their appearance, 
. _it is not out of place here to review 

son pens developments in the banking world in the 
year just ended in so far as they affected 

profits. In the first place, the decline in deposits 
continued, the November statement showing that the 
deposits of the ten London clearing banks were about 
£11,000,000 below the figure of a year before. A growing 
tendency is noticeable for customers to deposit sums for 
fixed periods at a rate above the published rate, and it is 
to be expected that deposits on this account alone cost 
the banks more in 1925 than in 1924. The bank rate, 
however, averaged higher than in 1924, owing to the rise 
in the bank rate in March. Advances—which form the 
most lucrative method of employing a bank’s resources— 
increased by some £26,000,000. The total of investments 
fell farther from the high level recorded during the post- 
Armistice ‘“‘slump,’”’ when the low demand for advances 
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forced the banks to employ an abnormally large pro- 
portion of their funds in securities ; the substantial decline 
in the past year was thus a healthy movement and went 
to meet the increase in advances, a turnover which is to 
the advantage of the banks. On the other hand, as gilt- 
edged stocks are lower in price than they were twelve 
months ago, depreciation on investments may have to be 
provided for. On the whole, the banks gained from the 
changes—four in number—made in the bank rate during 
the year; and they received higher rates of interest for 
the money they lent at call and short notice as well as 
advances and bills, particularly as discount rates were 
maintained very close to bank rate in the later part of the 
year. The reduction of income-tax by 6d. in the pound 
must have a favourable effect on earnings. Profits on 
exchange transactions have been abnormal in the past 
few years, but more recently they have shown a declining 
tendency, which was probably continued last year, there 
being fewer currencies in a depreciating or widely- 
fluctuating condition. These profits should continue to 
decrease as European currencies return to stability, and 
the decline will be met in part at least—as it probably was 
last year—by an increase in foreign commercial credits, 
rendered possible by the restoration of sound financial 
conditions abroad. To sum up, the year produced 
favourable results for the banks, and while on the whole 
no change should be looked for in dividends, the profit 
and loss accounts should make a satisfactory appearance. 


For the discount houses the year was less satisfactory. 
The variations in bank rate and uncertainty as to the 
course of money made their task more 
The Discount difficult, and the fall in the former to 4 per 
Houses’ cent. at the beginning of October compelled 
them to discount bills during one of the 
busiest periods of the year at rates which eventually 
proved to be too low. Moreover, relatively higher rates 
were charged by the banks for loans to the discount 
market; whereas in 1924 the charge was 14 per cent. 
below bank rate from January to July and 1} per cent. 
thereafter, in 1925 it was never more than Ij per cent. 
below the official minimum, while after the beginning of 
August the margin was reduced to 1 per cent. Meanwhile, 
the deposit rate remained at 2 per cent. below the bank 
rate. In the ordinary way, when a trader has to pay more 
for his raw material, he recoups himself by charging a 
higher price for his products. The discount market, 
however, was able to do this only to a small extent, for 
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its power to raise bill-rates is less now than it was before 
the war, owing to the emergence of a new factor—namely, 
the weekly offer of Treasury bills for sale by tender. The 
rates at which these bills are allotted are affected by the 
fact that the banks and certain other buyers must secure 
regular amounts of them, and frequently the rate has been 
low enough to depress rates for bank bills in the open 
market. The power of the discount houses to influence 
bill rates has thus been modified, to their detriment. 
Provision may have to be made out of profits for depre- 
ciation on investments, for short-dated bonds (of which 
the discount firms are large holders) are lower in price on 
the year. Again, summing up, it would seem that the 
profits of the discount houses cannot be expected to reach 
the high figures of 1924. As, however, the discount 
companies have been conservatively managed and have 
built up substantial reserves in the past, no difficulty 
should be experienced in maintaining dividends. 

The Chairmanship of the London Discount Houses 
Committee, rendered vacant by the retirement of Mr. 
Philip H. Wade, a director and manager of the National 
Discount Company, has been accepted by Mr. Robert 


Callender Wyse, the manager of the Union Discount 
Company. Sir Alfred Ernest Tritton, of Messrs. 
Brightwen and Company, has been elected to the 
Vice-Chairmanship. 


Twice this autumn has the Money Market successfully 
run the gauntlet of dearer money. In October there was 
an unexpectedly heavy drain of gold both 

ew to America and to Holland, the former 
deriving her power to take gold from us 

from the usual autumnal payments for grain and cotton, 
and the latter by virtue of the great rise in rubber prices, 
which gave the East Indies a command over gold that 
they have not possessed for many a year. At the crucial 
moment, when an advance in bank rate seemed inevitable, 
there was a sudden rise in the American exchange rates 
above the gold export point, and the danger passed. 
The golden stream, however, continued to flow east, 
causing the Bank of England to lose gold every week 
with a persistency that became alarming, when a flurry in 
American money rates provoked a fresh fall in the New 
York exchange below the gold export point. Every 
Federal Reserve Bank in America put up its rediscount 
rate from 3% to 4 per cent. (the then London level), 
with the solitary exception of New York, which kept 
its rate at 34 per cent. The advance in American rates 
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Is the largest Assurance Company in the British Empire 
and is still growing. 

The Prudential, in March, 1925, allocated {1,719,000 for 
Bonus to its Industrial Branch Policyholders. 

In the Ordinary Branch the annual declaration of Bonus 
showed a rate of £2 per £100 sum assured for each of 
the years 1923 and 1924. 

The Prudential offers valuable Surgical benefits to holders 
of Ordinary Branch Policies assuring in the aggregate 
£1,000 and over. 

All classes of insurance business transacted in the British 
Isles. Representatives everywhere. 


Unimpeachable Security. 


Agencies have also been established in the following cities : 


ALEXANDRIA COPENHAGEN OSLO 
AMSTERDAM HALIFAX (N.S.) PARIS 
ANTWERP HAVANA SHANGHAI 
AUCKLAND (N.Z.) HAMBURG SINGAPORE 
BATAVIA HELSINGFORS SYDNEY 
BOMBAY KOBE TORONTO 
BUENOS AYRES MANILA VANCOUVER 
CATRO MONTREAL WINNIPEG 
CALCUTTA NEW YORK YOKOHAMA 


| The invested funds exceed _£180,000,000 
| The annual premium income is £25,000,000 : 
: The total claims paid are £248,000,000 


OVER 92% OF THE ASSETS ARE REPRESENTED BY 
EMPIRE SECURITIES 


Chief Office: Holborn Bars, London, E.C. 1 
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was due not to commodity speculation but to speculation 
in stocks and shares, which caused a drain of funds from 
interior points to New York. The raising of interior 
rates led to the desired redistribution of funds, and 
equilibrium was once more established. If New York 
had put up its rate to 4 per cent., thus drawing American 
balances from this side (which would have taken the form 
of an export of gold), a rise in the Bank of England’s 
rate would have been unavoidable. 


As it was, the reserve of the Bank of England fell in the 
last week of November below 20 per cent. of its liabilities 
for the first time since early in March. 

oe On that occasion the fall in the reserve was 
followed by a raising of bank rate to 5 per 

cent., but on this oceasion no change was made. But the 
following week the Bank’s reserve fell to 15-16 per cent., 
and up went the rate to 5 per cent., at which level it 
ought, as events have shown, to have remained throughout 
the autumn. On the banking situation the circumstances 
undoubtedly called for a rise in bank rate, nearly 
£z0,000,000 in gold having been withdrawn since the 
beginning of August ; further, a 4 per cent. bank rate in the 
autumn, when gold exports usually occur, is abnormally 
low. The normal rate is 5. Obviously the reluctance of 
the Bank to put up its rate was due to political con- 
siderations. The Government undoubtedly desired to get 
through the autumn with a 4 per cent. rate in order to 
illustrate the advantages of the gold standard. But 
informed minds think the Government should have 
thought less of the advantages of a spectacular monetary 
policy and more of the real inwardness of the situation. 
At the very moment that gold exports reached their 
highest point the Money Market found itself flooded 
with credit, the result of paying out {50,000,000 of 
interest on War Loan. This credit, manufactured by an 
overdraft at the Bank of England, added to the market’s 
resources, but added also to the Bank of England’s 
liabilities without making a corresponding addition to 
the reserve. It will be seen, therefore, that our monetary 
situation has a duality that it never before possessed, 
and this duality is entirely due to the dominant part in 
monetary matters now played by Government finance. 
The gold standard, it is really a gold exchange standard, 
will be much more difficult to work than in the days 
before the war, when no such complication was possible. 
It is a reminder that a gold reserve of £150,000,000 
in the Bank (even though it is {110,000,000 more than 
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we had before the war) is not so large as it appears 
to be, having regard to the liabilities against it. Some 
bankers maintain that our gold reserve is sufficient. 
Others dispute that opinion. But this much is certain— 
that with a large fiduciary issue, running into hundreds 
of millions, and a Money Market liable to be dominated 
from time to time by Government operations, and subject 
to an illimitable number of international influences, a 
gold reserve of only £150,000,000, against a liability 
many times larger, will bring about more variations in 
bank rate than were necessary before the war. 


THE complexities of the monetary situation in November- 
December were added to by the virtual cessation for a 
South African time of gold exports from South Africa. 
Government This was due partly to the policy of the 

Policy South African Government in putting gold 
coin in circulation once more. This may absorb {10,000,000 
to £15,000,000 of gold in place of paper, equal to about 
four or five months’ supply. Further, the rise in the 
South African pound to a premium over sterling has 
made it more profitable for the mines to sell their gold 
to the Mint at Pretoria direct, and to sell directly, at a 
premium, to the Indian bazaars. The object of the 
South African Government in putting gold into circula- 
tion is to bring about a rise in its value, as will undoubtedly 
occur (i.e. a fall in prices). This will suit South Africa 
as a big gold producer, but it will not help those countries 
striving to get back to gold. It will make their 
task harder, and delay, perhaps, the day of return. 
Their prices and wages will have to be still further 
reduced as the value of gold rises in the markets of the 


world. 


SINCE she restored the gold standard in April (simul- 
taneously with Great Britain) Holland has imported large 
quantities of gold, in spite of the fact 
Holland and that the Dutch purchasing price was re- 
os duced in September from 1,648fl. per kilo 
to 1,6474fl. per kilo. Since June, when the 
gold stock (or its equivalent) stood at 688,000,000f1., the 
total has risen steadily, and in November had reached 
736,000,000fl. At the same time the circulation of notes 
has decreased. It has now been decided to put gold 
coins in circulation once more, so that Holland and 
the Nationalist (Dutch) Government of South Africa are 
pursuing the same policy of appreciating gold values. 
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THE Right Reverend John Gardner Murray, Bishop of 
Maryland, was recently elected Presiding Bishop of the 
American Episcopal Church—the American 

—o equivalent of the office of Archbishop of 

; Canterbury. Before the mitre descended 
upon this august prelate he was a most eminent, opulent 
and experienced banker, and he pursued Mammon in that 
capacity until he reached middle age. According to an 
American contemporary his election caused great surprise 
as there were no less than seven episcopal competitors for 
the office, who were much hotter favourites than the 
former banker. But the choice proved embarrassing, as it 
appears that there was nothing between the godliness and 
good learning of all the candidates, whereas but one of 
them had the advantage of banking experience. This 
qualification turned ‘the scales to the justifiable satisfac- 
tion of the bankers of America, for, after all, even stolid 
English bankers would sustain feelings of self-satisfaction 
if one of their number were invited to accept the Arch- 
bishopric of Canterbury. It may yet come to pass that 
some of the rulers of the Big Five will abandon their city 
palaces for the not unpleasant apartments of Lambeth. 
Perhaps that brilliantly successful banker who entered 
Threadneedle Street by way of Whitehall mav retrace his 
steps and make a little pilgrimage between his old 
Treasury haunts and Lambeth Palace—a mere five 
minutes’ walk. Should this happy hope be realized he 
could with great advantage continue to discharge his most 
useful functions in the city, as the episcopal robes of 
Canterbury would provide a dignified setting for the 
grave and lucid orations which he addresses from time to 
time to the eager and gratified shareholders of his great 


bank. 


LorpD RosEBERY is one of the greatest living Englishmen, 
and he is, perhaps, the most picturesque personality of 
English politics. His recent illness is a sad 

The reminder of the infirmity which has darkened 
Governor of the evening of his life, and it has called forth 
Linen Bank 2 Spontaneous expression of affection and 
sympathy from all who understand the 
splendid service he has rendered to England and to her 
Dominions beyond the seas. In the service of the State, 
in oratory, in Parliament, and in literature he has achieved 
supreme distinction. He was, perhaps, too sensitive a 
spirit to sustain a leading part in the noisy, factious 
politics which delighted the later generations of Queen 
Victoria’s subjects. His character, his personal dis- 
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tinction, and his independence did not commend him to 
party fuglemen, and in later years he preferred to take a 
solitary part in the management of public affairs. 

Though sustained by no party organization, he 
attracted to himself a notable, if not numerous, following 
of devoted adherents, who admired the distinction and 
interest he gave the commonplace politics of the age. 
He was imbued with a splendid patriotism, and a states- 
man-like vision which anticipated many of the greater 
problems of our time. With singular foresight he warned 
his countrymen of the advent of the Great War and of the 
extraordinary growth of the Socialist movement in 
Parliament and in the nation, and by his efforts a great 
and prosperous territory was added to the British 
Empire. 

He is the charm and ornament of private society. 
During his full and brilliant life he has held the highest 
political offices; he was the first Chairman of the London 
County Council; he won the Derby, and he is_ the 
Chancellor of London University. A lover of pictures, 
furniture, and architecture, he has done much to preserve 
the amenities of life. And he has found content as a 
country gentleman, to whom nothing is too simple or too 
trivial in the midst of his home. He is, indeed, one of the 
great gentlemen of our history, and his speeches and 
writings will preserve for him the respect and gratitude 
of all who love these islands and who honour the high 
traditions of British statesmanship. 

He was the thirty-first holder of the office of Prime 
Minister of Great Britain, and he is the present Governor 
of the British Linen Bank—a titular but historical office. 
Everyone concerned in banking affairs will hope for a 
speedy improvement in his health. Long may Lord 
Rosebery’s name and fame be associated with the 
ancient and celebrated British Linen Bank whose chief 
he is, and of whose traditions he is so proud. 


THE Americans are a wonderful people. They clamoured 
for payment of the war debts due to them, and they 
The have succeeded to a surprising extent. 
Wonderful Ten countries have settled their debts, 
Americans the amount of principal involved being 
$7,389,914,000 (f£1,500,000,000). In the period of 
sixty-two years, during which the debts will be liqui- 
dated, America will receive about $15,072,795,000 
(£3,000,000,000), of which Great Britain will pay 
$11,105,965,000. Fortunately, owing to a big rise in the 
price of rubber (America consumes about 75 per cent. 
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of the world’s supplies) the task of paying our debt to 
her is facilitated. But the Americans are now vigorously 
protesting against having to pay a high price for rubber. 
They do not realize that they cannot have it both ways, 
i.e. insist on being paid and refuse to take the means 
of payment, i.e. goods and services. These war debts 
represent no assets, and their repayment must necessarily 
bring about a rise in prices in debtor countries which 
would not have occurred otherwise. There are a number 
of far-seeing bankers in America who believe that the 
United States has not said her last word on the subject 
of debt repayments. A drastic revision of the debt 
settlements, especially as regards Great Britain, is con- 
fidently looked for in the not-distant future. It is to be 
hoped they are right. 


THE Dawes plan of reparations in its first year of working 
has succeeded in giving to Germany a balanced Budget 
and a new currency of remarkable stability. 

oe It was not expected to produce much in 
the way of reparation, but, nevertheless, 

the promise of future reparation isnot bad. The amount 
payable in the first year was £50,000,000. This has been 
paid. But as four-fifths of the amount was provided by 
a loan raised in the creditor countries, and only one-fifth 
was provided out of German resources, the creditors have 
really been paid for the most part with their own money, 
and the payment out of German funds is too small to be 
a test of her capacity to pay twelve times as much in 
four years’ time. The scheme has worked out according 
to plan, and everyone is therefore satisfied. This year 
the amount that Germany has to pay is £61,000,000, and 
next year {60,000,000; in the fourth year £87,500,000, 
and in the fifth year {125,000,000 (as a minimum), all of 
which she must find out of her own resources. This year 
will present a more difficult problem than last year—-that 
of passing over the exchange a large sum to foreign 
countries for which no compensating transaction will be 
effected. Already Germany has made payments on 
account which are in advance of due date. Therefore the 
indications are encouraging for the moment. But there 
is a formidable nigger in the fence to which the Agent- 
General for Reparation Payments draws attention in his 
report. The stability of German currency and exchange 
and the balancing of the Budget are, as we have already 
stated, due mainly to foreign assistance. More than 
150 millions of foreign credit, mainly American, has been 
lent to Germany, and this influx of money accounts for 





IIo THE BANKER 


the strength of the exchange and the large excess of 
imports over exports which has been a distinctive feature 
of the German situation in the past year. The adverse 
balance has been declining lately owing to the slowing 
down of the capital influx, but, in the event of appre- 
hension among foreign lenders, causing them to with- 
draw their moneys, the German exchange would be put 
to a real test which might destroy all the predictions 
and hopes of the present. The most important fact that 
the Agent-General’s report reveals is that the German 
stability is a foreign-supported stability, and if the 
props were removed much of the stability might vanish. 
Borrowed money is not a safe foundation for a currency 
structure, and we must await the results of the next two 
years before we can feel confident that the success of the 
Dawes plan of reparations is assured. 


SOME interesting changes have recently occurred in the 
personnel of the administration of Barclays Bank. Mr. 

Recent Edmund H. Parker, LL.D., has resigned 

Banking the position of vice-chairman owing to 
Appointments advancing years; he will, however, retain 
his seat on the board, and continue to act as a local 
director at Cambridge. Mr. Parker first became a 
director of Barclays in 1896, when the old-established 
banking firm of John Mortlock & Co., of which he became 
a partner in 1888, was amalgamated with Barclay and 
Co. Formerly he was a partner in Francis & Co., 
solicitors to the University of Cambridge, which conferred 
the honorary degree of LL.D. on him in 1922, in acknow- 
ledgment of many services. Mr. W. Favill Tuke, who 
retires from the post of a general manager of Barclays 
Bank in order to take up the position of vice-chairman 
to which Mr. Parker was appointed in 1917, was a partner 
in the banking firm of Gibson, Tuke, and Gibson, becoming 
‘a local director of Barclays at Saffron Walden on the 
amalgamation of the two banks in 1896. In 1904 he was 
appointed chief inspector, in Ig1I2 assistant general 
manager, and in 1916 general manager. He was elected 
to a seat on the board in 1920. Mr. F. W. Griggs and 
Mr. H. T. Mitchell have been promoted from assistant 
general managers to additional general managers, and 
Mr. H. R. Bradfield has been appointed an assistant 
general manager. Mr. Percy C. Harte, one of the 
assistant general managers, has been appointed treasurer. 


Messrs. J. Henry Schréder and Company announce 
that Mr. Helmut Schrdéder, son of Baron Bruno Schréder, 





; 
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and Mr. Henry Tiarks, son of Mr. Frank Cyril Tiarks, 
have been admitted members of their firm. 


As from January 1, the Hon. Lovel William Coke is 
authorized to sign on behalf of Reeves, Whitburn and 
Company. 


Mr. Vincent J. Seligman has been admitted into 
partnership with Messrs. Seligman Brothers. 


Mr. Emmanuel Michel Rodocanachi, who has been a 
member of the firm of Rodocanachi, Sons and Company 
for nearly fifty years, retired on the 31st of December. 
Mr. Rodocanachi is a Director of the Midland Bank 
and of the Bank of Athens. 


Mr. John Henry Foster, of Whitworth House, Spenny- 
moor, Durham, has been elected to a seat on the North 
Eastern Board of the Bank of Liverpool and Martins 
Bank. 


Senor Don Augustin Edwards has been elected to the 
Board of the Anglo-South American Bank. 


Mr. Sidney Hughes Salmon has been appointed a 
director of the Banco Central de Chile, the new Central 
Bank established by the Chilian Government. 


On December 10 died Douglas Beresford Malise 
Graham, fifth Duke of Montrose, who succeeded to the 
Governorship of the National Bank of Scotland in 1906. 


Mr. E. G. Humphreys and Mr. D. B. Grant have 
been appointed joint managers in London of the 
Guaranty Trust Company of New York. 


Mr. M. M. Wilde has been appointed General Manager 
of the Midland Bank Executor and Trustee Company. 


A private Limited Company has been formed under 
the style of J. C. im Thurn & Sons, Limited, with a 
subscribed capital of £1,000,000 sterling (of which two- 
thirds will be paid up), for the purpose of carrying on 
the business of Merchant Bankers. The first Directors 
are Sidney Allen, Henry Wilkin Roberts, John Nevile 
Buchanan and Albert Johan Fransella, of whom the last 
two are Managing Directors, and the Offices of the 
Company will be at 37 Threadneedle Street, E.C.2. 
The business of Messrs. J. C. im Thurn & Sons, of 
17 Throgmorton Avenue, E.C.2, which is being dissolved 
as at the 31st December 1925, will be liquidated for 
their account by the Company. It was originally 
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established in London under the style of J. C. im Thurn 
& Co. in 1884 


The address of Mr. Fred E. Cottier, the London 
representative of Banco di Roma, is now Gresham 
House, 24 Old Broad Street, E.C.2. 


Now that there appears to be some prospect of this 
country’s receiving something on account of the huge 
The sums lent to our Allies during the war, it is 
Treasury time to consider what shall be done with 
and the money. So far as payments on the 
Payments French debt are concerned, the Chancellor 
on Account of the Exchequer has stated, in reply to a 
of War Debts question asked in the House of Commons, 
that they “will all come into the general fund of this 
country and would be available for meeting general 
expenditure.” It is to be hoped this statement does not 
mean, as it appears to, that the money in question will be 
used to meet current Budget expenditure. The war debts 
were lent not out of income but out of capital, and when 
they are repaid they should be used to cancel the capital 
obligations assumed by our Government when it borrowed 
from the public in order to lend to foreign countries. 
What would be the result of using these capital sums as 
income? Let us take the French debt as an example 
(the tentative arrangement is that France shall pay us 
£12,500,000 a year for sixty-two years). For sixty-two 
years British taxpayers would have their burden lightened 
by the amount of the French payment. Then, in the 
sixty-third year, the country would be confronted with 
the necessity of finding {12,500,000 additional revenue to 
balance the Budget. Taxation would have to be increased 
—permanently, unless economies were made—while our 
late ally would be able to reduce her taxes by a like 
amount. On the other hand, if the French debt repay- 
ments had been used to cancel British Government 
indebtedness, there would at the end of sixty-two years be 
a permanent saving on the cost of the debt service of many 
millions a year, plus the incalculable gain to Govern- 
ment credit that would accrue from the redemption of 
debt to an amount of £775,000,000—the total sum of 
French payments. The same argument applies to 
reparation payments. Generations yet unborn will have 
to carry a large proportion of the enormous debt that 
the war has left us, but the debt was incurred by us, and 
it would be neither equitable nor honest to shirk our just 
share of the burden of repayment. 








